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FRIDAY, MAY 3, 1957 


Housr oF REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS 
OF THE COMMITTEE ON INTERSTATE AND ForREIGN COMMERCE, 


Washington, D. C. 


The committee met at 10 a. m., Hon. Oren Harris (chairman) 
presiding. 

The Cuarrman. The committee will come to order. 

Today the subcommittee is met for the purpose of hearings on bills 
introduced by our colleague, a member of this committee, Mr. O’Hara, 
of Minnesota, and our friend and colleague, Delegate Bartlett, of 
Alaska, which would grant a permanent certificate of public con- 
venience and necessity to air carriers now operating between the 
United States and Alaska, which are now operating on temporary 
certificates. 


(The bills referred to are as follows:) 


[H. R. 4520, 85th Cong., lst sess.] 


A BILL To amend section 401 (e) of the Civil Aeronautics Act of 1938 in order to authorize permanent 
certification for certain air carriers operating between the United States and Alaska 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 401 (e) of the Civil Aeronauties Act 
of 1938, as amended (49 U.S. C. 481 (e)), is amended by adding at the end thereof 
the following: 

(5) If any applicant who makes application for a certificate within one 
hundred and twenty days after the date of enactment of this paragraph shall 
show that, from January 1, 1957, until the effective date of this paragraph, it, 
or its predecessor in interest, was an air carrier continuously operating as such 
(except as to interruptions of service over which the applicant or its predecessor 
in interest had no control) under a temporary certificate of public convenience 
and necessity authorizing it to engage in air transportation with respect to persons, 
property and mail between points in the continental United States and points in 
the Territory of Alaska, the Board, upon proof of such fact only, shall, unless 
the service rendered by such applicant during such period was inadequate and 
inefficient, issue a certificate or certificates of unlimited duration, authorizing 
such applicant to engage in air transportation with respect to persons, property 
and mail between the terminal and intermediate points between which it or its 
predecessor so continuously operated between January 1, 1957, and the date of 
enactment of this paragraph.” 





[H. R. 5926, 85th Cong., Ist sess.] 


A BILL To amend section 401 (e) of the Civil Aeronautics Act of 1938 in order to authorize permanent 
certification for certain air carriers operating between the United States and Alaska 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 401 (e) of the Civil Aeronautics Act 
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of 1938, as amended (49 U.S. C. 481 (e)), is amended by adding at the end thereof 
the following: 

“*(4) If any applicant who makes application for a certificate within one hun- 
dred and twenty days after the date of enactment of this paragraph shall show 
that, from January 1, 1956, until the effective date of this paragraph, it, or its 
predecessor in interest, was an air carrier continuously operating as such (except 
as to interruptions of service over which the applicant or its predecessor in in- 
terest had no control) under a temporary certificate of public convenience and 
necessity authorizing it to engage in air transportation with respect to persons, 
property, and mail between points in the continental United States and points in 
the Territory of Alaska, the Board, upon proof of such fact only, shall, unless the 
service rendered by such applicant during such period was inadequate and in- 
efficient, issue a certificate or certificates of unlimited duration, authorizing such 
applicant to engage in air transportation with respect to persons, property, and 
mail between the terminal and intermediate points between which it or its pred- 
ecessor so continuously operated between January 1, 1956, and the date of en- 
actment of this paragraph.” 


The Cuarrman. This legislation is similar to proposals we had 
before this committee in the last session of the Congress and which 
were given a great deal of consideration. 

There are a number of people with us today who are interested in 
the legislation. I have discussed this with the sponsors of the bills. 
I am of the opinion we might hold hearings today, and conclude the 
hearings, in order that the committee could, at the first opportunity, 
consider the bills. 

It appears to me, in view of the fact that a great deal of considera- 
tion and hearings were bad by this committee on this subject at the 
last session of the Congress, it will be unnecessary to have a repetition 
of all the testimony heard at that time. I therefore trust that those 
who present their interests and views on this legislation today will 
consider that fact. 

The hearings held last year were printed. They are a matter of 
record. I would think it would be unnecessary to repeat that all over 
again, but that we should bring up to date on any information neces- 
sary for the committee in its consideration of this problem. 

We have a report here from the Bureau of the Budget which will be 
included in the record at this point, and to the dismay of those who are 
interested in this I know they will be sorry to learn it is adverse. 

(The report referred to is as follows:) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., May 1, 1957. 
Hon. OREN Harris, 
Chairman, Commitiee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuHarrMan: This is in reply to your letters of February 8 and 
March 15, 1957, requesting the views of this Office with respect to H. R. 4520 and 
H. R. 5926, bills to amend section 401 (e) of the Civil Aeronautics Act of 1938 in 
order to authorize permanent certification for certain air carriers operating be- 
tween the United States and Alaska. 

The Bureau of the Budget believes that there is no necessity for this legislation 
since the Congress has already granted full authority to the Civil Aeronautics 
Board, with the concurrence of the President, to issue permanent certificates to 
the airlines included in these bills. In our opinion, the procedures established by 
existing law are designed to take into account the needs of the commerce, the 
national defense, and the postal service of the United States, all in the interest of 
an orderly development of air transportation. Accordingly, we are of the opinion 
that it would be unwise to grant permanent certificates in a piecemeal manner by 
separate legislative enactment. 
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In light of the above considerations, the Bureau of the Budget recommends 
against the enactment of H. R. 4520 and H. R. 5926. 
Sincerely yours, 
Raupu W. E. Rem, 
Assistant Director. 


The CuarrMan. We have a report from the Department of State, 
a report from the Department of the Air Force and a report from the 
Post Office Department which will be included in the record at this 
point. 


(The reports referred to are as follows:) 


DEPARTMENT OF STATE, 
Washington, March 5, 1957. 
Hon. OrEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


Dear Mr. Harris: With respect to the request contained in your letter of 
February 8, 1957, the Department has studied H. R. 4520, a bill to amend section 
401 (e) of the Civil Aeronautics Act of 1938 in order to authorize permanent cer- 
tification for certain air carriers operating between the United States and Alaska, 
and has concluded that the bill would have no direct bearing upon United States 
foreign relations. Accordingly, the Department expresses no comments on the 
substance of the bill. 

The Department has seen informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Ropert C. Hu, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF THE AIR FORCE, 
Washington, May 3, 1957. 
Hon. OrEN HaRrRIs, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


DeaR Mr. CHAIRMAN: Reference is made to your request for the comments 
of the Department of Defense on H. R. 5926 and H. R. 4520, 85th Congress, 
similar bills, to amend section 401 (e) of the Civil Aeronautics Act of 1938 in 
order to authorize permanent certification for certain air carriers operating be- 
tween the United States and Alaska. The Secretary of Defense has delegated 
to this Department the responsibility for expressing the views of the Department 
of Defense on this matter. 

The purpose of this bill is to amend the Civil Aeronautics Act of 1938 to author- 
ize permanent certification for certain air carriers operating between the United 
States and Alaska. Within specified time limitations, any air carrier operating 
between the United States and Alaska on a temporary certificate of public con- 
venience and necessity may be certified by the Civil Aeronautics Board for an 
unlimited time. Such certification shall also be based on a finding that the service 
rendered by applicant air carriers has been adequate and efficient. 

The Department of Defense is, of course, interested in the continued sound 
development of civil aviation. This proposed legislation is a matter of primary 
concern to the Civil Aeronatutics Board and the civil air-carrier industry. How- 
ever, the Department of Defense is aware of no adverse effect which its enactment 
would have upon its operations, and, therefore, has no objection to the bill. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that, while there is no objection to the sub- 
mission of such report as the Department of Defense may deem appropriate, the 
Bureau has recommended against enactment of the legislation. Reference is 
made to a letter on this subject from the Bureau of the Budget, forwarded to your 
committee on May 1, 1957. The Deputy Assistant to the President has stated in 
connection with the permanent certification of the States-Alaska carriers that the 
administration believes it is unwise to grant permanent certificates for public 
convenience and necessity in a piecemeal manner by separate legislative enact- 
ment. In the States-Alaska case, the President stated that he agreed with the 
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Civil Aeronautics Board “that a merger between Alaska Airlines and Pacific 
Northern would be an important step forward in strengthening air transportation 
between the States and Alaska and at the same time reduce the need for Federal 
subsidy support.’”’ The enactment of H. R. 5926 and H. R. 4520 would hardly 
be consistent with the statement of the President. 
Sincerely yours, 
Duprey C. SHARP, 
Assistant Secretary of the Air Force. 


DEPARTMENT OF STATE, 
Washington, April 25, 1957. 
Hon. Oren HARRIs, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


Dear Mr. Harris: With respect to the request contained in your letter of 
March 15, 1957, the Department has studied H. R. 5926, a bill to amend section 
(e) of the Civil Aeronautics Act of 1938 in order to authorize permanent certifica- 
tion for certain air carriers operating between the United States and Alaska, and 
has concluded that the bill would have no direct bearing upon United States 
foreign relations. Accordingly, the Department expresses no comments on the 
substance of the bill. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. - 

Sincerely yours, 
Ropert C. Hatt, 
Assistant Secretary 
(For the Secretary of State). 


OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., May 16, 1957. 
Hon. OrEN HARRIs, 
* Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. CuHarrMAN: Reference is made to your request for report on H. R. 
5926, a bill to amend section 401 (e) of the Civil Aeronautics Act of 1938 in order 
to authorize permanent certification for certain air carriers operating between 
the United States and Alaska. 

The measure would amend section 401 (e) of the Civil Aeronautics Act of 1938, 
as amended (sec. 481 (e) of title 49, U. S. C.), so as to make eligible for permanent 
certificates, air carriers now operating under temporary certificates within the 
territory of Alaska and between the continental United States and points in Alaska. 

This Department has no comments or recommendations to submit with respect 
to this legislation. It is assumed, however, that the committee will be advised 
in a report submitted either by the Bureau of the Budget or by the Civil Aero- 
nautics Board as to the views of the executive branch with respect to this legis- 
lation. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to the committee. 

Sincerely yours, 
Maurice H. Stans, 
Deputy Postmaster General. 


The CuatrmMan. Mr. Bartlett, the Delegate from Alaska, has been 
interested in this problem for some time. He had a bill before the 
Congress in the last session. He has had the matter under consider- 
ation in the Congresses before. 

We are glad to welcome our colleague this morning, the sponsor of 
one of these bills, for another statement in connection with the pro- 
posal. 

Mr. Bartlett, we will be glad to hear from you at this time. 
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STATEMENT OF THE HONORABLE E. L. BARTLETT, THE DELEGATE 
IN CONGRESS FROM THE TERRITORY OF ALASKA 


Mr. Barrierr. Thank you, Mr. Chairman and members of the 
committee. I shall endeavor to be guided by your admonition. 

The bill introduced by Mr. O’Hara and me are identical with the 
exception that mine, H. R. 5926, contains a typographical error re- 
lating to the year. The vear should be 1957 instead of 1956, as noted 
in the printed bill. 

Mr. O’Hara. I notice another thing. You start out on page | with 
paragraph “(4),”’ whereas mine is “(5).”’ I do not know which is 
correct. I think my bill is a copy of the bill vou introduced in the 
previous session of the Congress. We will check that. 

Mr. Bartuerr. I had not noticed that. There is a discrepancy 
there. I am in the same situation you are, I do not know which is 
correct. 

My statement is general in nature. It is not prepared and can 
well be brief, because I appeared before this very committee at some 
length on this same proposition last year. It was my considered 
belief then that the move to grant permanent certificates to these 
carriers was meritorious, and the passing of the months since then 
has only served to strengthen that belief. 

We have a situation where there are four carriers operating from 
Seattle to Alaska; Northwest flies from Seattle, nonstop, to Anchor- 
age; Pacific Northern flies from Seattle to Anchorage, nonstop, and 
also via Ketchikan, Juneau, Yakutat, Cordova, and Anchorage; 
Northwest is permanently certified and Pacific Northern is not. 

On the Seattle to Fairbanks run there is Pan American permanently 
certificated, covering the distance nonstop, and also via Ketchikan 
and Juneau and Whitehorse. In competition is Alaska Air Lines, 
which is permitted to fly from Seattle to Fairbanks only nonstop. 

The air distance from Seattle to Fairbanks is 1,536 miles. From 
Seattle to Anchorage, 1,450 miles. From Seattle to Ketchikan, 660 
miles. From Seattle to Juneau, 912 miles. 

I mention those mileages only to give an indication of the vast dis- 
tances that are embraced within a transportation system affecting 
the Territory of Alaska. I have brought with me a map of Alaska 
which is on the easel, which will give you somewhat of an idea of 
the great distances to ‘be covered. I will mention only imposing the 
fact that we do not have any more American maritime passenger 
service between the States and Alaska. We are, with the exception 
of certain military ships, entirely dependent upon the airplane for 
the transportation of persons to and from the Territory. 

You know very well in consideration of the bill before this com- 
mittee last year which subsequéntly became law that the same 
situation applies intra-Alaska because you approved a bill which 
granted permanent certificates to several intra-Alaska carriers—six 
in number, I believe. 

Now, obviously, any company which has to operate in competition 
with another which has a permanent certificate while the first one 
does not is at a terrific economic disadvantage. Enactment into law 
of either one of these bills would cure that. 

There is no disposition, as I understand it, no intention whatsoever 
on the part of the Civil Aeronautics Board to decrease the amount of 

93109—57—_—-2 
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transportation between Seattle and Alaska. The present situation 
is not good for Alaska. It is not good for the carriers, and I submit, 
especially in consideration of national defense requirements, it is not 
good for the Nation. 

There is one other route covered by these bills, and that is the route 
now held by Northwest Air Lines, under temporary certificate, from 
Minneapolis to Edmonton to Anchorage. In my opinion, that can 
become one of the most important transportation arteries serving 
Alaska, tapping by means of a direct route, the rich midwest and 
eastern markets. 

Now, Northwest has been handicapped to a very considerable 
extent in developing that route and mainly for two reasons: first, 
because its certificate is only temporary in nature, and, second, 
because the airport at Edmonton has not been equipped to handle 
large modern passenger aircraft. Happily, that situation has been 
resolved to the point where Northwest is now inaugurating, I believe, 
DC-6 service; in any case much more modern planes that the DC—4’s 
heretofore employed. 

In my opinion, the granting of a permanent certificate on that par- 
ticular run will add beneficial consequences that are indeed hard to 
measure in respect to the development of Alaska. 

To conclude, Mr. Chairman and members of the committee, I am 
absolutely convinced that it is in the public interest that one of these 
bills be enacted into law because then we would have fair economic 
competition. We would have permanence where now we have un- 
certainty. 

Pacific Northern Air Lines, for example, celebrated just a few days 
ago its 25th anniversary. It is not a Johnny-come-lately company 
just entering the field. It has been around a long while and has had 
a most successful operation. 

The same can be said, and I say it, regarding Alaska Air Lines. 
They are both good operating companies and they need help. 

Alaska needs the help that the passage of one of these bills will 
bring, and I hope the committee will approve and the Congress will 
pass and the President sign a bill granting permanent certificates in 
these cases. 

I thank you gentlemen very much. 

The CuarrMan. Mr. Bartlett, we want to thank you for your testi- 
mony, expressing your continued interest in this problem, which, as 
you so well pointed out, is of such great importance to the area that 
you represent. 

Mr. O’Hara. I want to associate myself with your remarks as the 
coauthor of this bill. You, of course, are very familiar with the prob- 
lems as you have outlined them. 

In 1944 it was my privilege to make a trip to Alaska, to Edmonton 
up the so-called inside route to Fairbanks and then over to Nome and 
down to Anchorage and Juneau and back to Seattle. It was an 
exceedingly valuable trip because it gave me the prospectus of some 
of the problems which you in Alaska and we in the United States 
must deal with. 

I do want to associate myself with your recommendations and I 
think that I did the last time. Unfortunately, I was taken ill just 
after we concluded the hearings last year on the Alaska cases. 

Mr. Bartietr. We regretted it very much, Mr. O’Hara, not only 
for personal reasons but reasons pertaining to this legislation. 
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Mr. O’Hara. I know that the chairman is anxious to hurry these 
matters along. I am grateful to him for setting this down for early 
ee so that we may dispose of this matter at the earliest possible 

ate. 

Mr. Bartuett. In conclusion, may I say that I too want to join 
with Mr. O’Hara in thanking the chairman for giving us such an 
early hearing. 

The CuatrmMan. Mr. Hale. 

Mr. Hate. | would just like my recollection refreshed as to what 
happened in the last session. There was this bill that we did nothing 
about. Then there was a bill, or bills, on intra-Alaska service. Were 
those bills enacted finally? 

Mr. Bartuerr. One of those bills was enacted, Mr. Hale. Let me 
give you just one sequel of that enactment. 

Mr. Hater. Will you also refresh my recollection on just what the 
bill enacted did? 

Mr. Barrtuerr. It gave permanent certificates to, I believe, six 
Alaska carriers, intracarriers. As a consequence, one of those com- 
panies has placed an order for several jet prop planes to serve the 
Alaska community. They can do that because they have assured 
permanence now. They can get the financing which they could not 
do previously. 

The CuatrMAN. Will the gentleman permit me to help him out a 
moment there? In the last Congress we had proposals before the 
committee which would grant permanent certificates to intraoperated 
airlines of Alaska and Hawaii. We had this same type of bill before 
us that would grant permanence to carriers from the States to Alaska. 
The bill providing for permanent certificates for intraoperations in 
Alaska and Hawaii were passed, reported by the committee, and signed 
by the President. The bill that would permit permanent certification 
from the States to Alaska was never reported by the committee and 
it is here before us today. 

Mr. Hate. The result of the legislation passed at the last session 
has been beneficial? 

Mr. Barrett. Very much so, all to the good. 

Mr. Have. Alaska is virtually dependent upon air service to the 
continental United States. There are no regular water carriers as 
far as passengers are concerned? 

Mr. Bartuetr. There are not. I was reviewing last year’s hearings 
last night and someone made the statement that during a given year 
the entire population of Alaska is air-lifted, that is, a number equiva- 
lent to the entire population. If air travel were employed to the same 
extent in the United States it would mean the carriers would carry 
about 160 million persons a year instead of about 40 million. That is 
an illustration of how the airplane is depended upon in Alaska. 

Mr. Hate. If this bill is enacted how many lines will get certi- 
fication? 

Mr. Bartierr. Three. 

Mr. Hate. Which ones are they? 

Mr. Bartierr. The Alaska Air Lines, an old-time Alaska company 
serving Fairbanks and Seattle; the Pacific Northern Air Lines with a 
quarter century of experience behind it, serving various points along 
the coastline with a terminus at Anchorage from Seattle, and North- 
west Air Lines on the so-called inside route from Minneapolis to 
Edmonton and Anchorage. 
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Mr. O’Hara. May I ask another question? Is it not a fact, Mr. 
Bartlett—and considered so by military authorities—that the so-called 
inside route from Minneapolis to Edmonton to Anchorage, or Fair- 
banks, is of tremendous importance? 

Mr. Bartuertr. I will answer that in the affirmative. They con- 
sider it very much so. Some high-ranking military authorities have 
told me it is very essential. 

Mr. O’Hara. My experience is the same as yours. 

Mr. Hatz. The Northwest Air Lines is the one from Minneapolis to 
Edmonton to Anchorage? 

Mr. Bartuetr. Yes. 

Mr. Hate. And the two other lines operate from Seattle to points 
in Alaska? 

Mr. Bartuetr. Right. I said before you came into the room, 
Mr. Hale, they operate competitively in respect to Anchorage and 
Fairbanks with airlines that already enjoy the advantage of permanent 
certificates, so they have to fly alongside these permanent certified 
airlines, without the equivalent for themselves 

Mr. Hate. Is Pan American one of them? 

Mr. Bartiettr. Pan American is one of them flying from Seattle to 
Fairbanks and Alaska Air Lines competes on that route. 

Mr. Hare. Are there any other permanently certificated lines? 

Mr. Bartietr. Yes. On the Seattle-to-Anchorage run, Northwest 
is permanently certified, and Northwest goes from Anchorage on to 
the Orient. 

The CuarrMan. Thank you very much, Mr. Bartlett. 

Mr. Bartuert. I am grateful for this opportunity to appear. 

The CuatrMman. I observe our colleague, Mr. Pelly, a former mem- 
ber of this committee, is in the room. We are very vlad to have you. 


STATEMENT OF THE HONORABLE THOMAS M. PELLY, A REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Prtuy. It is a particular pleasure for me to appear this morn- 
ing and to associate myself with the testimony that has been given 
by the Delegate from Alaska and my other friend and colleague, 
Representative O’Hara, the distinguished member of this committee. 

I represent the First District of the State of Washington, which 
includes Seattle, and I am able from first-hand knowledge to support 
fully the statements that were made by the Delegate from Alaska 
a few moments ago. 

In order to conserve the time of the committee I would like to ask 
permission to include a statement in the record which I think is 
representative of the thinking of all the people of my district and 
Seattle. 

The CuarrMan. Without objection it will be inserted in the record 
at this point. 

(The statement referred to is as follows:) 


I wish to thank the committee for permission to make this statement. 

H. R. 4520 introduced by Congressman O’Hara and H. R. 5926 introduced 
by Delegate Bartlett, of Alaska, propose to amend the Civil Aeronautics Act so 
as to add to section 401 (e) thereof, an additional paragraph providing for the 
permanent certification of carriers presently operating between the States and 
Alaska. Two earriers which would be benefited by this legislation, Pacific 
Northern Airlines and Alaska Airlines, presently operate from Seattle to points 
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in Alaska under temporary certificates of public convenience and necessity 
issued by the Civil Aeronautics Board, which expire in 1960. 

The Members of the House are well acquainted with the problems of air carriers 
trying to operate under temporary certificates of public convenience and necessity. 
Two years ago, Congress passed a bill permanently certificating the local service, 
or feeder airlines which had been operating in the United States during the past 10 
years under temporary certificates. In the last session, Congress passed similar 
legislation for the benefit of intra-Alaska and intra-Hawaii air carriers. The 
same problems which the local service and intraterritorial airlines faced in operat- 
ing under such certificates are experienced by the two above-named carriers 
presently operating between the States and Alaska. 

This legislation, if adopted, would substantially benefit both of these carriers 
by enabling them to obtain more adequate financing on better terms, by saving 
them the time and expense involved in recurrent certificate renewal proceedings 
and by relieving them from personnel problems which now beset them because of 
uncertainty as to the duration of their operating authority. Enactment of this 
legislation would also benefit the people of Seattle and the State of Washington 
who have come to rely upon the services of those companies for personal travel 
and the shipment of cargo to and from Alaska. Permanency for these airlines 


would also insure their continued contribution to the economic life of Seattle as a 
stable industry based in that area. 


Mr. Peuiy. I have with me the representative, the Washington, 
D. C., manager, of the Seattle Chamber of Commerce, Mr. George 
Thomas, who would also like to submit a resolution supporting this 
legislation. 

The Cuairnman. Mr. Thomas, you may have permission to insert 
vour statement in the record, if you desire. 


STATEMENT OF GEORGE THOMAS, WASHINGTON, D. C., 
REPRESENTATIVE, SEATTLE CHAMBER OF COMMERCE 


Mr. THomas. Thank you. I have no prepared statement other 
than this resolution which was adopted by the board of trustees of the 
Seattle Chamber of Commerce, which supports this legislation. 

We have a very deep economic interest and very close ties with 
Alaska. We appreciate the problems of the two carriers, particularly 
on the Seattle to Alaska run. We hope that this committee will give 
favorable consideration to this legislation. 

I thank you gentlemen for this opportunity to appear before you. 

(The resolution referred to is as follows:) 


RESOLUTION ADOPTED BY THE BOARD oF TRUSTEES, SEATTLE CHAMBER OF 
COMMERCE, APRIL 16, 1957 


The Seattle Chamber of Commerce urges the Ist session of the 85th Congress 
to enact appropriate legislation, such as contained in H. R. 5926, enabling per- 
manent certification of all air carriers presently engaged in States-Alaska service. 


SUPPORTING STATEMENTS DEVELOPED BY THE AVIATION AND ALASKA DIVISIONS 


Permanent certification of all airlines in the States-Alaska service is important 
to the city of Seattle and the Territory of Alaska because it will enable the airlines 
involved to make long-range plans for the purchase of new equipment, the con- 
struction of hangars, the employment of personnel, and greatly assist the general 
overall operation of an airline. 

Financing is made very difficult because of the uncertainty of the future of an 
air carrier operating on a temporary certificate. Better equipment would be on 
the Seattle-Alaska run right now if the temporary certificated operators had been 
given permanent rights last year. 

Repeated hearings before the Civil Aeronautics Board are costly to the United 
States Government as well as the airlines. In addition much time and effort is 

, expended in preparing the necessary exhibits to justify their continued operation. 
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Airlines involved in this matter spend millions of dollars in Seattle annually 
on repairs, equipment, hangars, office space, and payroll. 

Permanent certification of all air carriers in Stales-Alaska service would have a 
direct beneficial effect on furthering the economic development of the Territory. 

Frequent service from Seattle to Alaska is very important to the Puget Sound 
area because of the close economic ties that we have with the Territory. 

The temporary certificated carriers in this service have demonstrated over a 
period of years that they are capably managed and that their cargo and passenger 
traffic has increased substantially on this run. 


The Cuarrman. We will hear from another of our colleagues, Mr. 
Jack Westland, of Washington. We are glad to extend a welcome 
to him. 


STATEMENT OF HON. JACK WESTLAND, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. WestLanp. I have a prepared statement that I would like to 
submit for the record at this time. 

The CHarrMan. Without objection, it will be inserted in the record 
at this point. 

(The statement referred to is as follows:) 


STATEMENT OF CONGRESSMAN JACK WESTLAND IN BEHALF OF H. R. 4520 anp 
H. R. 5926 


Mr. Chairman, I am appearing on behalf of legislation which would grant 
permanent certification to those airlines who have, since January 1, 1956, been 
operating continuously under a temporary certificate between the United States 
and the Territory of Alaska. Passage of either H. R. 4520 or H. R. 5926 would 
be of substantial benefit to Northwest Airlines, Alaska Airlines, and Pacific 
Northern Airlines, all of whom are operating under the above conditions. 

Since the fall of 1953 air transportation has been the only means of travel for 
persons wishing to visit Alaska except for the long trip by automobile over the 
Alaska Highway. Moreover, the Territory has no rail connection with the 
United States, and the States-Alaska airlines provide the only means for fast 
transportation of freight. Accordingly, the people of Alaska have come to 
depend upon air services to the States for many essential services. 

Congress, 2 years ago, passed an amendment to the Civil Aeronautics Act 
granting permanent certificates to the local service airlines, and during the last 
session amended the Civil Aeronautics Act further to grant permanent certificates 
to intra-Alaska and intra-Hawaii airlines. The hearings, in connection with both 
of those pieces of legislation, developed a great mass of evidence indicating the 
problems under which those carriers labored in operating under temporary 
certificates. The temporarily certificated States-Alaska carriers are presently 
beset with identical problems of unavailability of financing, insecurity of personnel, 
and waste of time and money in recurrent certificate-renewal proceedings, and 
deserve to be relieved of those problems to the same extent as the other two 
classes of carriers previously have been relieved. 

I believe that the temporarily certificated States-Alaska carriers would be in 
a much better position to continue the improvement of their services if their 
certificates could be made permanent. The Territory of Alaska will continue to 
progress industrially and grow in population, which in turn means that its need 
for air transportation to and from the States will continually increase. Security 
and stability for the operating rights of carriers performing this essential service 
would make a substantial contribution to the welfare of the whole Territory of 
Alaska, and I believe also would be in accordance with the best interests of the 
areas of the United States served by those routes. 

It is entirely possible that this session, or in the near future, Alaska may be 
granted statehood. If this occurs, the importance of permanent certification 
will be even greater—in fact, if Alaska had been a State at an earlier date, it is 
probable Alaska and Pacific Northern would have been included as feeder airlines 
granted permanent certification as local-service airlines. 

I would like to expand further on this last point, particularly with reference to 
Alaska Airlines. The main overhaul and repair base for Alaska Airlines is located 
at Paine Field, the Snohomish County Airport, located near Everett, Wash., in 
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the Second Congressional District. This operation is an important factor in the 
local economy. With permanent certification, Alaska Airlines will be able to 
continue to expand at Paine Field and provide more jobs and larger payrolls. 

At the present time, Pan American Airlines enjoys permanent certification on 
the States-Alaska run. It seems to me only consistent with fair competition and 
adequate service that the presently temporarily certificated carriers be granted 
permanent certification. 


For these reasons I recommend the favorable consideration of H. R. 4520 or 


H. R. 5926, either of which would grant the benefit of route security to the airlines 
concerned. 


Mr. WestLanp. I would like to speak extemporaneously about a 
minute. 

I appreciate the opportunity of appearing in behalf of this legis- 
lation. I represent the Second District of the State of Washington, 
which is the nearest part of the State to Alaska. 

It just seems to me that granting permanent certification to these 
companies would give them an equal opportunity to compete with a 
company which already is permanently certificated. 

It seems to me in the spirit of fair play, if nothing else, all companies 
should operate under the same circumstances and be given the same 
opportunity to show what they can do. This legislation will give 
just that kind of a situation. 

The Pacific Northwest is growing tremendously, and as the Delegate 
from Alaska has said, there is no other way of transporting personnel 
from the Pacific Northwest to Alaska except by airplane. There is 
no rail and no shipping. Aircraft is the sole method. 

In order that these companies which are not certificated at the 
present time can do their best job through the proper financing of 
their aircraft and the purchase of their aircraft, this legislation is vital. 
I would like merely to make one further comment on the disapproval 
of this legislation by the Bureau of the Budget. I might say that, 
although I am of the same political persuasion, I am not always in 
agreement with what the budget has to say about some of these things. 
I can well imagine what they might have said. It might be quite 
pertinent to consider the fact that, because these airlines do not have 
permanent certificates, they are on subsidy. Certainly it is far more 
difficult to amortize a very expensive aircraft over a period of 5 years 
than it would be to amortize it over a longer period and thereby reduce 
your costs of operation. 

Mr. O’Hara. Will the gentleman yield at that point? 

Mr. WestTLANpD. Yes. 

Mr. O’Hara. It is also rather ironical that some of the airlines on 
subsidy were permanently certificated by legislative action and air- 
lines which were operating on a temporary certificate without subsidy 
should not be permanently certified. 

Mr. WustLanp. That is quite true. The gentleman from Min- 
nesota has made a very excellent comment on that. I can recall, 
Mr. Chairman, the Alaska Airlines, when they first started operating 
just outside of my hometown at Paine Field, when they rented a 
hangar. While Il was associated with the chamber of commerce there 
Alaska Airlines were barely able to pay their rent. In fact, they got 
quite a bit behind. The county went along with them. Today they 
not. only are paying their rent on time but they have a payroll of 
somewhere around a million dollars a year. They have done this 
despite the fact that they have had to operate pretty much from 
hand to mouth. 
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It seems to me this type of legislation would help not only these 
companies but the people of the Pacific Northwest and Alaska to 
realize that they do have something really in their hands and not a 
so-called bird in a bush. 

I appreciate the opportunity of appearing before this committee, 
and wish to thank you. 

The CuarrmMan. Thank you verv much, Mr. Westland. We are 
glad to have your statement. 

Are there any further questions? 

Mr. Westianp. I have already filed my statement. 

The CHainmMan. You have that privilege. Any further questions? 

We have received a statement from Congressman Magnuson, of 
Washington, which will be inserted in the record at this point. 

(The statement referred to follows:) 


HovusE or REPRESENTATIVES, 
Washington, D. C., May 2, 1957. 
Hon. OrEN Harris, 
Chairman, House Committee on Interstate and Foreign Commerce. 


Dear Mr. CuHarrMan: I am enclosing a statement in support of H. R. 5926, 
Delegate Bartlett’s bill concerning permanent certification of air carriers operating 
between the United States and the Territory of Alaska. I understand that your 
committee will consider this bill in hearings beginning May 3. 

I should appreciate it greatly if my statement could be included in the hearing 
record. 

Thank you very much. 

Sincerely yours, 
Don MAGNUSON, 
Member of Congress. 


STATEMENT OF CONGRESSMAN MaGNnusoN IN BEHALF OF H. R, 5926 


Mr. Chairman, I appreciate this opportunity to address you today on H, R. 
5926, a measure which would authorize the granting of permanent certification to 
airlines engaging in air transportation between points in the continental United 
States and in the Territory of Alaska. 

A principal need for such certification is to provide a stable operation for these 
carriers to enable them to make long-range plans for the purchase of new equip- 
ment, the construction of hangars and other operational facilities, all of which will 
have a direct beneficial effect on the economy of both the Territory and the State 
of Washington. 

Airlines serving the Territory spend millions of dollars annually in Seattle and 
the State of Washington for repairs, equipment, operations, facilities, and on their 
employee payroll. 

Their financing is made extremely difficult due to the uncertainty of their opera- 
tion under temporary certification. Frequent air service from Seattle to Alaska 
is important to Washington State because of the close ties the State has with the 
Territory. 

It is well established, Mr. Chairman, that the carriers presently operating under 
temporary certificates have demonstrated that their management is capable and 
that cargo and passenger service has met the demands of the Territory which have 
increased tremendously in recent years. 

I am sure that there is no individual or group who could make a strong showing 
that he would be hurt by this legislation, which, I feel, is equitable and just under 
the circumstances. I believe that H. R. 5926 merits the subcommittee’s favorable 
consideration. 

Thank you very much, Mr. Chairman, for this opportunity to present this dis- 
cussion to the subcommittee. 


The Cuarrman. I believe the Director of the Bureau of Air Opera- 
tions of the Civil Aeronautics Board will be here a little later. 

We have with us today for this hearing a familiar personage who is 
interested in this problem—Mr. Donald Nyrop. Mr. Nyrop is presi- 
dent of the Northwest Airlines, a former member and chairman of 
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the Civil Aeronautics Board, who has testified before this committee 
on many occasions. Mr. Nyrop, we are glad to extend you a cordial 
welcome back here with us in a little different light than you have 
appeared heretofore. 


STATEMENT OF DONALD W. NYROP, PRESIDENT, NORTHWEST 
AIRLINES, INC. 


Mr. Nyrrop. Thank you, Mr. Chairman, and members of the com- 
mittee. It is always nice to appear before your committee here. 
My name is Donald W. Nyrop, and I am the president of the North- 
west Airlines. Our headquarters is in the Twin Cities, Minneapolis- 
St. Paul. 

Mr. Chairman, I have a prepared statement here with regard to 
the companion bills, H. R. 4520 and H. R. 5926, and with your per- 
mission, sir, I should like to insert it in the record at this time. 

The CuarrMan. Very well, it will be included in the record, Mr. 
Nyrop. 

(The statement referred to follows:) 


STATEMENT OF DonaLp W. Nyrop PRESIDENT OF NORTHWEST AIRLINES, INC., 
Re H. R. 4520 anno H. R. 5926 


My name is Donald W. Nyrop. I am president of Northwest Airlines, Inc., 
and I appear today before this committee in support of H. R. 4520 and H. R. 
5926. My address is 1885 University Avenue, St. Paul, Minn. 

Northwest Airlines, Inc., is an air carrier authorized by the Civil Aeronautics 
Board to engage in the transportation of persons, property, and mail between 
points in the United States; between the United States and the Territories of 
Hawaii and Alaska; and between the United States and the Orient over the 
North Pacific route. The authority held by Northwest, which is pertinent in- 
sofar as H. R. 4520 and H. R. 5926 is concerned, is segment (2) of our Alaska 
certificate which makes possible our present operations between Minneapolis- 
St. Paul; Edmonton, Canada; and Anchorage, Alaska. 

This is one of two authorities held by Northwest to provide air transportation 
between the United States and Alaska, the other being a route between Seattle 
and Anchorage. These authorities have been in existence since 1946 by virtue 
of the Board’s action in the Pacific case (7 C. A. B. 209 (1946)). At that time the 
Board granted Northwest the right to operate these routes for a period of 7 years. 
This authority was renewed by the Board in the States-Alaska case, decided on 
June 7, 1955. In this case Northwest’s Seattle-Anchorage route was made per- 
manent and the route to Anchorage via Minneapolis-St. Paul and Edmonton 
was renewed for a temporary period of 3 years expiring in July of 1958. 

At the time of the Board’s opinion in the States-Alaska case, it indicated that 
the segment from Minneapolis-St. Paul to Anchorage would require a break-even 
need of $250,000. 

This undoubtedly was a factor in the Board’s decision to grant permanent 
certification on the Seattle-Anchorage route, while withholding a permanent 
certificate on the Minneapolis-St. Paul, Edmonton to Anchorage segment, despite 
the fact that permanency has been awarded other carriers on other routes which 
required substantially greater subsidy from the Federal Government. 

This subsidy argument is now, has been, and was at that time moot, however, 
for since January 1, 1955, Northwest has been operating its overseas (including 
States-Alaska) and international routes without any Federal subsidy whatever. 
Northwest has not received any subsidy for its domestic operations since 1952— 
going off subsidy at the same time as American, Eastern, United, and several 
other domestie carriers. We take some pride, indeed, in the fact that Northwest 
has been subsidy free for more than 2 years on its overseas and international 
routes at its own request, and was the first carrier in the history of civil aviation 
to formally request of the Civil Aeronautics Board that its subsidy be withdrawn. 

Northwest Airlines is impressed with the importance of the Territory of Alaska 
to the economy of the United States and to the national defense, and we are eager 
to aid in that development through the provision of the finest possible service. 


93109—57——3 
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The extent of Alaska’s importance is an accepted fact, and one long recognized 
by the Congress, and I will not burden the committee by attempting to detail it. 

The Territory is unique in that geography has attached an unusual importance 
to air transportation. Air transportation has become important everywhere, but 
it is vital in Alaska, because the Territory has not had the development of surface 
transportation experienced elsewhere. 

Congress has previously recognized this importance of air transportation to the 
Territory by granting permanency to the intra-Alaska carriers, even while they 
were heavily subsidized. This action has provided these Alaskan carriers with a 
stability and security which has enabled them to begin long-range plans for their 
development which would otherwise not have been possible. 

Neither the Congress nor the Board, however, has yet seen fit to grant similar 
security to all of the States-Alaska carriers, on all routes. This is the sole purpose 
of H. R. 4520 and H. R. 5926. 

That permanent certificates are necessary to adequately meet Alaska’s require- 
ments is clear from the following: In the first place, the only effective means of 
transportation between the Territory and the States is by air—a statement which 
applies, equally to passengers, freight, and mail. Secondly, air transportation is 
vital to the national defense requirements of the Territory. In facet, troops, 
supplies, and the activities of military contractors constructing defense facilities 
are daily sources of traffic between the States and Alaska. Under these cireum- 
stances, Northwest believes that to assure the maintenance of these vital com- 
munication links, permanent certificates should be authorized for the States- Alaska 
carriers. 

Northwest pioneered the route from Minneapolis-St. Paul to Anchorage. Up 
to the present time, service on the route, to.and beyond Edmonton, has been 
limited to DC—4 equipment, because of our inability to secure from the Canadian 
Government the right to operate heavier equipment at the Edmonton Airport. 

Within recent weeks, however, we have secured permission from Canada to 
serve Edmonton with DC-6B equipment, and have immediately offered this 
improved service, effective with our April 28 schedules. At the present time we 
operate 6 round trips between the States and Edmonton and | round trip between 
the States and Anchorage with DC-—6B airplanes. 

It is our desire, with the traffic growth which we expect as the result of this 
improved service. to greatly accelerate our development of the inside route dur- 
ing the months to come. The lack of permancy, however, is a great deterrent 
to the long-range planning that has become so essential in the airline industry. 

Modern aircraft are expensive, and their purchase must be financed over a 
protracted period. Moreover, plans for the installation of facilities adequate to 
handle such aircraft must be made far enough in advance so that the aircraft 
can be put into productive operation immediately upon delivery. The task of 
securing the financing necessary’ for a program of this sort would be greatly 
facilitated by permanency. 

The enactment of H. R. 4520 and H. R. 5926 would also relieve my company 
and those Seattle-Alaska carriers also involved of the burdensome and costly 
necessity of going through another full-scale public hearing before the Civil 
Aeronautics Board in order to achieve permanency on these routes 

The average carrier expends in excess of $100,000 on a single case—and it 
seems unnecessary and unwise to require that we make this expenditure—for 
the third time—in order to secure permanency to which the Board has advised 
this committee in the past we are entitled. 

I am grateful to the committee for this opportunity to appear before you in 
behalf of H. R. 4520 and H. R. 5926, and I respectfully urge that vou recommend 
this measure for passage. 

Mr. Nyrop. As you know, Northwest Airlines is interested in this 
bill because we have a route which is known as segment (2) of our 
Alaska certificate, which makes possible our present operations 
between the Twin Cities—Minneapolis-St. Paul—-Edmonton, Canada, 
and on to Anchorage, Alaska. We have operated this route for ap- 
proximately 10 years. The present temporary certificate under 
which we are now operating expires in July of 1958. Because we are 
operating this route successfully and have for a long time—we pio- 
neered it—and because we are not receiving any Federal subsidy, 
we believe that it would be appropriate for this committee to recom- 
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mend to the Congress legislation which would grant us a permanent 
certificate on that segment (2) to Alaska. 

The CHarrMan. Thank you very much. You amaze me with 
such a brief statement, knowing how you heretofore have testified at 
length on various problems here. We understand, even with your 
brief statement, how interested you are in this problem. 

Mr. O’Hara? 

Mr. O’Hara. Mr. Nyrop, is it not also true that the so-called 
segment (2) route during World War II was the route over which 
various planes which we turned over to our then allies were flown 
to Fairbanks and Nome? 

Mr. Nyrop. Yes, sir. 

Mr. O’Hara. They were flown from Minneapolis through Edmon- 
ton, and particularly through Fairbanks and to Nome; is that not true? 

Mr. Nyrop. Yes, sir; segment (2) or that route through Edmon- 
ton and on up to Fort Nelson and on into Fairbanks and Ane horage. 
It was a very important military route during World War Il. It was 
used as an air transportation route for materials, supplies, and men. 
It was used as a route for the airplanes that were being flown in com- 
bat in the Alaska area, and also planes to be delivered to our then 
allies were flown and ferried over that route. Northwest Airlines at 
that time operated a substantial amount of military cargo operations, 
assisted in running the ground facilities at many of those stations, the 
communications stations, and so on and so forth, in the movement of 
the tactical airplanes. 

Mr. O'Hara. Mr. Nvrop, it is also true, is it not, that this same 
route is considered by those who are responsible for our military oper- 
ations to be extremely important at the present time and in the future? 

Mr. Nyropv. Yes, Congressman O’Hara; that is true. 

Mr. O’Hara. Is it not also true that your airline has been con- 
siderably handicapped in the commercial development of that route 
by reason of the airport conditions at Edmonton which were insuffi- 
cient to take anything larger than a DC 

Mr. Nyrop. That is right, sir. The airport at Edmonton in 
Canada was constructed in the early 1940’s during the war, and the 
runways and taxiways there are not of sufficient strength to take a 
DC-6B fully loaded to its maximum gross. Within the past 30 to 
40 davs we have been successful in our negotiations with the Canadian 
Government and with the officials in Edmonton so we can now oper- 
ate a DC-6B to Edmonton under limited weight conditions. We 
will restrict our operations with regard to full payload. Until they 
have an opportunity to build the new airport which they are planning 
at Edmonton, we will operate with DC-6B’s into Edmonton on to 
Alaska with weight restrictions. 

Mr. O'Hara. And you will undoubtedly increase your trips over 
that which exist at the present time? 

Mr. Nyrop. Yes, sir, that is our present plan. 

Mr. O’Hara. One other question. As a result of the action of the 
Congress last vear certain carriers which were only Alaska carriers, 
not States-Alaska carriers, were permanently certificated, is that not 
true? 

Mr. Nyrop. Yes, sir, that is true. 

Mr. O’Hara. The situation now is that on your segment (2) route 
Northwest Airlines, Pacific Northern Airlines, and Alaska Airlines are 
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not permanently certificated on the States—Alaska routes on which 
they operate? 

Mr. Nyrop. That is right, sir. 

Mr. O’Hara. That is all, Mr. Chairman. 

The Cuarrman. Mr. Hale? Mr. Neal? Mr. Alger? 

How long have you been operating the so-called inside route, 
Mr. Nyrop? 

Mr. Nyrop. Approximately 10 years, Congressman Harris. 

The Cuarrman. How long have you had an application pending 
before the Board for permanent certification? 

Mr. Nyrop. The original application of Northwest Airlines to fly 
this route was filed in 1944, and after a hearing the Civil Aeronautics 
Board granted Northwest Airlines a certificate which had a 7-year 
duration. That certificate expired, and in 1955 the Government 
again renewed that temporary certificate for a 3-year period. That 
3-year period expires in July of 1958. So now we actually have had 
one authorization for a temporary certificate and we have had one 
renewal for a period of 3 years. 

The CuarrMan. You do have a permanent certificate to operate 
from Seattle to Anchorage? 

Mr. Nyrop. That is right, sir. 

The CuarrMaAn. How many trips a week do you make from Minne- 
apolis to Alaska? 

Mr. Nyrop. Between the cities of Minneapolis-St. Paul and 
Edmonton we have 6 round trips or 12 one-way trips per week. In 
addition to that we have a DC-6B service, which we call the Fisher- 
man’s Special, which leaves the Twin Cities every Friday night and 
arrives in Anchorage with a stop at Edmonton on Saturday morning. 
Twelve hours later that airplane turns around and comes back. As 
traffic grows on these routes we will increase our frequency. In 1956 
we carried between the Twin Cities and Edmonton, the first segment 
of that route, a total of 9,116 passengers, and we carried those passen- 
gers on 446 l-way trips, or we averaged 20.4 passengers per trip. 
That is not a heavy load factor. We are trying to develop this route 
without subsidy. On the segment between Edmonton and Anchorage 
in 1956 we carried 1,446 passengers on 102 1-way trips, or an average 
of 14.2 passengers per trip. We believe that with the improved service 
of the DC-6B’s, a pressurized airplane, we will be able to show traffic 
gains in 1957 and in the following years. 

The CuarrMan. How long has Northwest Airlines been off subsidy? 

Mr. Nyrop. The domestic system of Northwest Airlines went off 
subsidy in 1952, at the same time that American, Eastern, and some 
of the other large carriers went off subsidy. We have not received any 
subsidy from the Federal Government for international and overseas 
operations since late 1954. In fact, we are very proud in Northwest 
Airlines that we were the first United States airline ever to file a pe- 
tition with the Civil Aeronautics Board asking them to take us off 
subsidy. 

The Cuarrman, That is a very commendable spirit. 

Is there any intention or is any consideration being given to this 
one leg of your operation from Minneapolis over the so-called inside 
route to Alaska going on subsidy? 

Mr. Nyrop. No, sir. 

The Cuatrman. Thank you very much. We are very glad to have 
you back with us. 
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Mr. Nyrop. Thank you, Mr. Chairman and members of the 
committee. 


The CuHatrmMan. Mr. Robert Kinsey, controller of the Pacific 
Northern Airlines of Seattle, Wash. 


STATEMENT OF ROBERT O. KINSEY, CONTROLLER, PACIFIC 
NORTHERN AIRLINES, INC. 


Mr. Kinsey. Mr. Chairman, I have a prepared statement and 
with your permission I would like to have it inserted in the record. 

The Cuarrman. Very well, you may have that permission, Mr. 
Kinsey. 


(The statement referred to follows: ) 


STATEMENT OF Roserr O. Kinsey, CONTROLLER OF Pactric NORTHERN AIRLINES, 
Inc., RE H. R. 4520 anv H. BR. 5926 


My name is Robert O. Kinsey. I am controller of Pacific Northern Airlines, 
Inc., a scheduled air carrier authorized to transport persons, property, and mail 
between the United States and Alaska and between points within Alaska, serving 
in all 13 of the most important cities of Alaska and the Pacific Northwest. Pacific 
Northern has just completed its 25th year of serving Alaska. 

These hearings being conducted by your subcommittee with respect to H. R. 
4520 and H. R. 5926 are very timely and are of the utmost importance both to our 
company and to the Territory of Alaska. Before going further, I want to thank 
you gentlemen for the opportunity of appearing here to present this testimony 
and to thank Congressman O’Hara and De legate Bartlett for their sponsorship of 
this legislation. [I am convinced that favorable action on this legislation will be 
most appreciated not only by the people of the Territory of Alaska who are in- 
terested in the progress and development of that area, but also by the people of 
the Western States who have such a close community of interest with the Territory. 

For the reasons which I shall outline I urge your subcommittee to use its good 
offices in effecting the enactment of this legislation granting permanent certificates 
of public convenience and necessity to airlines engaged in States-Alaska service. 
The unreasonably short duration of both our original and present certificates for 
States-Alaska service has severely and unnecessarily handicapped Pacifie Northern 
in our efforts to expand and strengthen our transportation facilities. Short-term 
certificates have created an atmosphere of uncertainty and instability which has 
seriously impeded not only the progress of the airlines serving Alaska but also the 
economic development of the Territory itself, because the Territory must rely 
almost entirely upon the airlines for its basic transportation services. Today the 
airlines provide the only service for passengers and the only fast service for freight 
between the States and Alaska. Water transportation is the only alternative form 
of service but since the fall of 1953, when steamship passenger service was aban- 
doned, the water carriers have offered only freight service on relatively slow 
schedules. 

I should like to diseuss the essential nature of the problem of short-term cer- 
tificates but, before doing so, I should like to review briefly the role which Pacific 
Northern now occupies in the Alaskan air transportation picture. On a system- 
wide basis, on both States-Alaska and intra-Alaska routes, we do a business of 
more than $7 million a year, excluding subsidy payments. We employ almost 
600 people and have a total payroll of over $3,300,000 annually. Approximately 
half of our personnel are stationed in the Seattle area and the other half are em- 
ployed within Alaska. As far as I know, Pacific Northern has the second largest 
year-round employment in private industry in the entire Territory of Alaska. 

Pacific Northern’s record of service to the Territory compares very favorably 
with the yardsticks which are traditionally used to measure air carrier efficiency. 
The company has operated for 25 years without a passenger fatality, a safety 
record which is equaled by only two other American carriers. At the present 
time Pacific Northern operates a fleet of 9 modern transport aircraft consisting 
of 3 Lockheed Constellations, 2 Douglas DC-—4’s, and 4 Douglas DC-—3’s over 
approximately 2,300 miles of route. We have recently contracted for the pur- 
chase of a fourth Constellation and will take delivery next week. Daily service 
is operated between Seattle and Ketchikan, Juneau and Anchorage, as well as 
between the principal cities within Alaska. 
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Since starting operations to the States we have enjoyed a steady growth in 
volume of traffic carried as shown in the attached appendix. In 1952, the first 
full year of operation on the States-Alaska route, Pacific Northern carried 
31,772,000 passenger-miles and a million and a half ton-miles of cargo between 
the Pacific Northwest and Alaska. In 1956 our traffic volumes on this route had 
grown to 85,685,000 passenger-miles and over 3 million ton-miles of cargo. At 
the present time Pacific Northern carries approximately 50 percent of all Seattle- 
Anchorage traffic and more than 30 percent of all States-Alaska traffic. We have 
constantly worked to develop traffic and reduce costs in an effort to lower our 
subsidy requirements. In 1956 our system subsidy payments amounted to only 
27 percent of total system revenues and to only 17 cents per revenue ton-mile. 
This record compares very favorably with that of the local service airlines, who 
on the average during 1956 received subsidy payments amounting to 34 percent 
of gross revenues, representing an average payment of 35 cents per revenue 
ton-mile. 

Despite Pacific Northern’s outstanding record of successful service and despite 
the fact that it now occupies a dominant position among the air carriers serving 
Alaska, the company has been severely handicapped by obstacles not of its own 
making. The refusal of the Civil Aeronautics Board to grant the company 
permanent certification on its States-Alaska route has been responsible for 
seriously inhibiting the progress of Pacific Northern: In fact, the Board’s 
policy of “temporary certifications only’’ has resulted in the Territory of Alaska 
and the air carriers which provide its basie transportation facilities being deprived 
of the sound economic development which Congress intended to foster and en- 
courage. Instead, the carriers have been involved in an endless sequence of 
prolonged and costly public hearings which have failed to produce effective 
solutions to the basic problems involved. 

A brief summation of the history of the trials and tribulations attending our 
efforts to provide States-Alaska service will help you understand this problem. 
As long ago as 1940 Pacific Northern applied for authorization to operate a route 
between Anchorage and Juneau as an initial step in its program to inaugurate 
air service between Anchorage and the States. After 2 vears of procedural delays 
the Board denied the company’s request for that certificate and almost simul- 
taneously issued instead an exemption order authorizing such service on a tem- 
porary basis and without mail pay. 

Having demonstrated at our own expense the need for service on the Anchorage- 
Juneau route, we again in 1944 asked the Board to give us a certificate on this 
route and to extend our service from Juneau into Seattle, which involved an 
extension of only 900 miles. The Board after another 2 years of procedures and 
hearings again denied our application for Seattle but did, however, grant us the 
Anchorage-Juneau portion for which we had applied 6 vears earlier. By its 
refusal to certificate adequate air services between the Territory and the States 
in 1946 the Board created a set of circumstances which resulted in air transporta- 
tion chaos for the ensuing 5 years. During this interval the Territory of Alaska 
underwent a period of rapid growth and development which was keyed primarily 
to national-defense activities. Simultaneously, air transportation matured as an 
effective means of mass transport. But throughout the period, until 1951,the 
Board failed to certificate any additional service whatsoever and forced the 
Alaskan publie to rely upon makeshift arrangements with nonscheduled carriers 
for its basic transportation needs. 

Late in 1951, after another 3 vears of prolonged and costly hearings and pro- 
cedural delays, the Board finally recognized that Pacific Northern’s proposed 
service to the States was necessary to meet the public need and authorized 
Pacific Northern to extend its certificated Alaskan routes to Seattle and Portland. 
However, the Board effectively hamstrung Pacific Northern by limiting the 
duration of the new route authorization between Alaska and the States to a 
period of only 28 months, the shortest term certificate ever awarded in the 
history of the Civil Aeronautics Act. This ridiculously short duration of the 
certificate put Pacific Northern in the untenable position of being required to 
obtain financing on a short-term basis when the life of the certificate was 8 months 
less than the minimum term for which any bank loan to purchase necessary 
equipment was available. 

When our temporary certificate to the States expired at the end of 1953, Pacific 
Northern was again confronted with prolonged and costly CAB proceedings in an 
effort to obtain renewal. While the case was pending for decision, the news- 
papers of the west coast and Alaska devoted frontpage stories to rumors that the 
Board had voted to renew Pacifie Northern’s certificate and then again that the 
Board had voted not to renew the certificate. This publicizing of the Board’s 
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deliberations revealed the insecurity of our position and was disastrous from the 
standpoint of the company’s personnel and stockholders. The Board’s final 
decision was officially released in May 1955, in which it again gave the company 
another extremely short-term 3-year certificate which was only extended to 5 
years by the direction of the President. 

In its decision of May 25, 1955, the Board, in addition to voting to renew Pacific 
Northern for 3 more years, awarded permanent certification to Northwest Air- 
lines for its Seattle-Anchorage operations on the same route served by Pacific 
Northern. In support of its award of permanency to Northwest the Board cited 
the following considerations in its decision: 

1. Air service from the States to Anchorage is a matter of prime importance 
to the economy of Alaska and to the national-defense interests of the United 
States. 

2. Although the nature and peculiarities of States-Alaska traffic are such 
that complete relief from subsidy is not attainable in the foreseeable future, 
no way has been suggested to overcome the problem, and the service is of 
such importance that it must continue. 

3. The States-Anchorage market has developed to the point where it is 
the largest of all States-Alaskan routes, carrying more than twice the traffic 
that flows over Pan American’s permanently certificated route to Fairbanks. 
Moreover, it is clear from the record that Anchorage traffic will continue to 
grow. 

4. The grant of a certificate to Northwest on only a temporary basis 
would, of necessity, imply that we (the Board) might some day decide not 
to renew Northwest’s authority to serve this route (@) because the route was 
not warranted, or (b) the carrier’s performance on the route was not satis- 
factory. Neither of these alternatives appears to be a reasonable eventuality. 

5. It is inconceivable that Alaska would ever be relegated to the services 
of a single carrier to the States. In the case of Hawaii, there are three Ameri- 
can carriers linking it to the mainland; and there are also three American 


carriers providing air service between the States and Puerto Rico. Yet f 
Hawaii and Puerto Rico both have surface transportation available to and | 
from the States. 


6. Judged by the standards of public convenience and necessity, North- 
west’s Seattle-Anchorage routing should be made permanent. Northwest 
has pioneered the route, has attuned its service to the economic needs of the 
Territory, has gained public acceptance of its services, and has achieved 
efficiency of operation which compares favorably with that of other carriers. 
The granting of a permanent certificate to Northwest will give its Alaska 
service the stability necessary for long-range planning and will assist in the 
greater development of the route. Pan American, operating the smaller 
Seattle-Fairbanks market, has long enjoyed permanent status in Alaska. 

All of the above considerations cited by the Board to support permanent cer- 
tification for Northwest apply with equal or even greater force as justification for 
the permanent certification of Pacific Northern’s States-Alaska route. There is 
no essential difference between the two carriers with respect to any one of these 
factors. Nevertheless the Board concluded, with no valid rationalization what- 
soever, that Pacific Northern’s renewal should be confined to a further temporary 
period of 3 vears, and thereby placed us in the untenable position of having to 
compete directly with two of the world’s largest airlines on routes for which those 
two carriers have permanent certificates. 

The vital importance of permanent certification to Pacifie Northern is readily 
apparent from a review of our situation. To perform States-Alaska services the 
company requires a type of aircraft which is entirely different from the type of 
plane which it has historically used for services within Alaska. Our problem in 
this respect is entirely different from that of Pan American or Northwest which 
utilize the same type of aircraft in States-Alaska service as they use on other 
routes within their systems which are permanent. In competing for traffic 
comparable equipment must be employed requiring an investment of millions of 
dollars in aircraft, spare parts, and equipment. You will readily recognize the 
extreme difficulty of negotiating a long-term financing arrangement for such 
amounts when lenders or investors are aware that the basic operating franchise is 
limited by the Civil Aeronautics Board to a period less than the term of the usual 
mortgage loan or equipment purchase plan. In the next few years, when our 
5-year certificate is about to expire, we will again be faced with the need for 
improved equipment of the jet or turboprop type to compete with our permanently 
certificated competitors if we are to be able to continue to progress and develop 
aviation as the Congress intended when it passed the Civil Aeronauties Act. 
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Pacific Northern’s capital needs are not confined to flying equipment as its 
most pressing need at present is for adequate hangar and shop facilities at Seattle- 
Tacoma Airport. Pacific Northern now conducts its flight operations to and 
from Seattle-Tacoma through the Seattle-Tacoma Airport, the main airport of 
the area, but, because of the unavailability of a hangar at that airport, has to do 
its maintenance and repair work at Boeing Field. This necessity for conducting 
operations and maintenance functions at separate airports requires considerable 
ferrying of aircraft and a partial duplication of personnel in certain categories. 
If it had adequate hangar and shop facilities at Seattle-Tacoma Airport Pacific 
Northern would be able to effect a very considerable savings in expenses through 
the elimination of ferry flying and duplication of personnel. Moreover, the hangar 
presently used by the company at Boeing Field is inadequate in size and facilities 
and because of that fact entails considerable physical discomfort for mechanical 
personnel and inefficiency in their work. 

To construct and equip adequate hangar facilities at Seattle-Tacoma Airport 
would require an investment of approximately $1 million. The permanently 
certificated carriers presently have such hangar facilities. Ground for such a 
hangar has been arranged for at that airport on a 25-year lease at reasonable 
rentals but the company cannot finance the construction of necessary facilities 
on such land with only a temporary certificate. No lender could possibly be 
persuaded to lend the company money to build facilities on a 25-year leasehold 
at a point which the company is authorized to serve on only a 5-year basis. 
This is especially so when under the terms of the lease any buildings constructed 
on the leased land revert to the port of Seattle upon the expiration of the lease. 
Moreover, a hangar is a single-purpose building in that the number of potential 
occupants is strictly limited. Consequently, any financial arrangement would 
have to be predicated upon a guaranty that the company would continue to occupy 
the building and amortize the loan over the life of the leasehold. With a per- 
manent certificate financing is available to construct such a hangar immediately. 
The impossibility of securing any relief from this situation without a permanent 
certificate is too apparent to require further discussion and the benefits to the 
company and indirectly to the Government are no doubt obvious. 

Temporary certification not only poses obstacles to adequate financing of 
needed equipment and facilities, but it also engenders a host of related difficulties 
which sap the strength of the carrier and create added cost to the Government. 
Executive talent of the airline is recurrently diverted to prolonged renewal pro- 
ceedings before the Civil Aeronautics Board when that talent should properly be 
devoted to improvement of the airline operation. The expenses of recertification 
proceedings drain the limited resources of the carrier when those funds could be 
devoted to many other improvements contributing to financial and operational 
progress. Personnel relations are plagued with instability because of the doubtful 
life of the employer. 

Any reasonable appraisal of the facts must inevitably result in the conclusion 
that Pacific Northern is now eminently qualified for permanent certification on its 
States-Alaska route. It is apparent that for the present the Board’s hands are 
tied, because the States-Alaska air transportation picture is not scheduled for 
review again until 1960. There is no guaranty that the agency’s attitude will be 
any more liberal in 1960 than it has been in the past. The solution to this pressing 
problem cannot be delayed for another half decade. 

Pacific Northern is hopeful that the Congress can take appropriate measures 
to provide the necessary relief. It is requested that you gentlemen recommend 
passage of this bill which grants permanent certification to any overseas air 
carrier operating between the United States and Alaska which can qualify. The 
standard for permanent certification specified in that bill is comparable to that 
which the Congress used in awarding permanent authorizations to local service 
carriers and to intraterritorial carriers when the Board was not disposed to grant 

ermanency. We know of no conceivable reason why Pacific Northern or other 
States-Alaska carriers should be deprived of a similar opportunity to qualify 
for permanency. The considerations which persuaded the Congress to take such 
action in the case of both the local service lines and the intraterritorial lines in 
1955 and 1956 apply with equal, and perhaps greater, force to the overseas 
carriers operating between the States and Alaska. The same important benefits 
would inure to the air carriers, and a substantial contribution would be made to 
the Territory of Alaska itself by affording stability for its basic transportation 
facilities. 

We must not forget that the entire United States has a stake in the welfare of 
the Territory of Alaska. It is one of the most important, if not the most im- 
portant, outposts of the national defense. Adequate transportation for the 
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civilian and military population of Alaska and for the activities and enterprises 
which are inevitably intermingled with the defense effort is a military necessity. 
Adequate air transportation is today the most vital link between the States and 
the Territory and nothing that the Congress could do would have a greater effect 
in strengthening this vital link than the enactment of the pending legislation. 
Moreover, in the event of national emergency the airlines serving the Territory 
with a pool of trained men and an adequate supply of large multiengine equipment 
would be an invaluable adjunct to the military services. All of these circum- 
stances combine to demonstrate that the enactment of permanent certificate 
legislation is required by all of the various facets of the national interest. | 


ApPpENDIX 


Pacific Northern Airlines, Inc.—Record of service on States-Alaska route (scheduled 
service only) 





1951! | 1952 1953 1954 | 1955 | 1956 
| | | | 
Revenue plane-miles-___. 176, 354 |1, 276, 513 |2, 214, 600 |2, 296, 283 2,797,054 | 2, 964, 482 
Revenue passenger- miles (in thous: ands)_....| 3, 580 31,772 | 46,296 | 46,460 | 70,809 | 85, 685 
Available seat-miles (in thousands) -_- -- 7,798 | 54,060; 90,318 87,071 | 120,655 | 155, 067 
Average number of passengers per revenue | | | | | 
plane-mile __.- 20. 30 | 17. 03 | 20. 90 | 20. 23 25. 32 28. 90 
Passenger ton-miles (in thousands) 385 | 3, 359 | 4, 977 4,900 | 7, 593 | 9, 292 
Cargo ton-miles (in thousands) - -- 296 | 1, 458 | 2, 755 | 2, 773 | 3, 291 3, 033 
Mail ton-miles (in thousands) ---- ; 41 319 515 651 737 692 
Available ton-miles (in thousands) ----- -| 1,080 | 7, 718 13, 367 | 13, 242 | 17, 304 20, 343 
Average revenue tons carried per revenue | | | | 
plane-mile. 4.09 | 4.02 | 3.72 | 3. 62 | 4.15 | 4. 39 


| | 





13 months, 


Mr. Kinsey. | would like to touch briefly on some of the points 
that have occurred in Pacific Northern’s development since the com- 
mittee's last hearing on this question. Last month we completed our 

25th year of service to the Territory of Alaska. In terms of the traffic 
carried within the Territory and between Alaska and the United States, 
we are the largest carrier serving the Territory. Over 80 percent of 
our traffic is carried over routes which are temporarily certificated. 
Our proceedings with the Civil Aeronautics Board for a route to the 
United States started back in 1940. In 1951 we were granted a tem- 
porary certificate for 28 months, the shortest certificate ever awarded 
to my knowledge. The equipment we had to acquire in order to start 
that service was a new type of equipment different from any which 
we had operated within the Territory.. We had to do some major 
financing, and we were severely handicapped by a temporary certifi- 
cate. That certificate expired in 1953. In 1955 it was renewed by 
the Civil Aeronautics Board, again for a temporary period of 5 years. 

Out most pressing need at the moment is to acquire additional air- 
craft equipment and to construct a hangar and maintenance facilities 
at the airport in Seattle from which we operate. Our present certifi- 
cate will expire in 1960. A hangar of the type which we propose to 
build cannot be amortized in a period of, say, less than 25 years. 
Unless we do obtain some assurance in the way of permanent certifica- 
tion, our proposal to construct such a hangar will be indefinitely 
delayed. 

At the present time we receive a subsidy from the Government. 
It is less than many of the other carriers which are now permanently 
certificated, but it is a substantial amount. We believe that if we 
are permanently certificated that amount of subsidy can be greatly 
reduced, and in the near future we hope that we can join carriers such 
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as Northwest Airlines in petitioning the Board to take us off of sub- 
sidy, but we will not reach that point until we obtain a permanent 
certificate. 

Thank you very much. | 

The Cuarrman. Thank you very much, Mr. Kinsey. Are there 
any questions? 

Mr. O’Hara. Mr. Kinsey, one short question. What is your route 
operations between Seattle and Alaska? 

Mr. Kinsry. We operate nonstop between Seattle and Anchorage, 
flying in the wintertime approximately 14 flights a week and in the 
summertime as many as 30 to 35 flights a week. We also operate 
from Seattle and Portland to Ketchikan, Juneau, Cordova, and on 
into Anchorage. 

Mr. O’Hara. In other words, in addition to serving Anchorage, 
you serve what is largely a fishing and canning and lumber operation? 

Mr. Kinsey. Fishing, canning, pulp, and timber industry, and 
two of the major military installations. We also serve Kodiak out 
of Anchorage, which is the headquarters of the naval installation. 

Mr. O’Hara. The other question which occurs to me is this. 
Is it not true that your company has been increasing its passenger 
mileage considerably each year since you have been certificated? 

Mr. Kinsey. Yes. We have realized substantial traffic increases 
in all categories, particularly with respect to passenger traffic, since 
we were put in the States-Alaska operation. 

Mr. O’Hara. Do you also fly freight into Alaska? 

Mr. Kinsey. Yes; we carry a great deal of freight in. 

Mr. O’Hara. What type of airplanes do you have now? 

Mr. Kinsny. We use Lockheed Constellation 749’s which have a 
detachable speed-pack on the undercarriage of the plane which we 
fill with cargo. We can move a great volume of cargo with that 
type of equipment. 

The Cuarrman. Mr. Hale? 

Mr. Hauer. No questions. 

The CuarrmMan. Mr. Neal? 

Mr. Nea. No questions. 

The CHarrman. Mr. Alger? 

Mr. Auger. No questions, 

The CuarrmMan. Could you tell us how much subsidy your company 
received from the Government in 1956; or has that been determined 
yet? 

Mr. Kinsry. It has been determined. I do not know the exact 
figure because of the breakdown in service and subsidy. It is slightly 
over $2 million. 

The CHarrMan. How does that compare with the subsidy you 
received the year before in 1955? 

Mr. Kinsey. That is somewhat higher, reflecting the substantially 
larger investment in the flight equipment which we had put into 
service in Alaska, on which we are entitled to a return on investment, 
and also to a larger provision for taxes. 

The CuarrmMan. When did you put the additional equipment into 
service? 

Mr. Kinsey. We bought the Constellation equipment in the early 
part of 1956. Prior to that time we had leased the equipment. 

The CuarrMan. How many planes? 
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Mr. Kinsey. We bought 3 Constellations in 1956, and this week 
we are buying a fourth. 

The CuarrMan. This week? 

Mr. Kinsey. Yes, sir. 

The CHarrMAN. How many did you operate before that time? 

Mr. Kinsey. We did not have any Constellation equipment. We 
had some Douglas DC-—4 equipment. 

The CuarrMan. Are you still operating them? 

Mr. Kinsey. We are operating two of them. We have disposed of 
three of them. 

The CuarrMan. Are you operating any other Douglas planes 
besides the four? 

Mr. Kinsey. We operate four DC-3 aircraft within the Territory 
of Alaska. They are not operated in the overseas operations. 

The CHairman. Thank you very much, Mr. Kinsey. We are very 
glad to have had your statement. 


Mr. Harold Say, manager of the chamber of commerce, Portland, 
Oreg. 


STATEMENT OF HAROLD B. SAY, MANAGER, CHAMBER OF 
COMMERCE, PORTLAND, OREG. 


Mr. Say. Mr. Chairman and members of the committee, I am 
quite aware of the fact that you went into this matter very thor- 
oughly last year. We simply want to restate our position that we 
are for the legislation proposed in either of these bills for the same 
basic reasons that Mr. Westland and others have set forth, plus our 
own very selfish reason down in Portland, that our one definite and 
regular connection with Alaska points is air service, not only for pas- 
sengers but for cargo. We want to see it expanded and improved. 
We know that the airlines plan some expansion down in our town 
and betterment of service on a permanent certification basis. Those 
are our basic reasons, which are amplified somewhat in the statement 
which I would hke to leave with you. 

I want to thank you again for your great courtesy of letting us 
come before vou again. 

The Cuarrman. Mr. Say, you may file your statement for the rec- 
ord, and again we are very glad to have had you back before the 
committee. 

Mr. Say. Thank you, sir. 

The Cuatrman. Any questions? 

(The statement referred to follows: ) 


STATEMENT OF Haroup B. Say, Wasuineaton, D. C., REPRESENTATIVE OF THE 
PORTLAND, OREG., CHAMBER OF COMMERCE, ON House Britis 4520 anv 5926 
PROPOSING PERMANENT CARTIFICATION OF AIRLINES OPERATING BETWEEN 
Unirep Srates MAINLAND PoINTs AND ALASKA 


Mr. Chairman and gentlemen, the Portland Chamber of Commerce urges that 
this committee recommend legislation to provide for permanent certification of 
airlines operating between the United States mainland and Alaska points. In the 
case of Portland, Oreg., two airlines are concerned; namely, Alaska Airlines, Inc., 
and Pacific Northern Airlines. 

The services of these two lines are vital to both Oregon and Alaska. They 
have given the channels for developing a highly important flow of commerce 
between Portland and Alaska cities, particularly in the lines of perishable foods. 
Today Oregon eggs, fruits, and vegetables are reaching the tables of Alaskan 
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homes within 3 or 4 days of their production or harvesting. Similarly, crab, fish, 
and other products from Alaska are reaching Portland from Alaska with virtually 
as little time lapse as if they had been shipped from Oregon coast points to Port- 
land, a scant hundred miles. The business has been important in increasing 
Oregon incomes and increasing those of Alaska, both of which mean revenue 
to the United States in new tax yields. With infrequent steamship sailings of 
years gone by, Portland had a very difficult time in obtaining any perishable goods 
business with Alaskan cities. Air service made this business possible. 

We want the service assured. We want it developed. Greater volume of 
business ultimately means lower cost of movement with profit for both Alaskans 
and the people of Oregon and southern Washington served by these airlines. 

Likewise, dependable and frequent passenger service is important to both our 
people and those of Alaska. 

Permanence is not only desirable, but essential if such development is to come. 
The operating airlines can do far better planning and financing if they know they 
are in business permanently; that every few years they do not have to run the 
risk of losing certificate. 

It is our understanding that it would cost about $10 million to replace the 
current equipment that Alaska Airlines and Pacific Northern Airlines employ in 
their Portland-Seattle-Alaska service. Obviously, both will have to buy new 
and more modern equipment over the years ahead. 

Permanent certificate should greatly assist them in their planning and financing. 

The port of Portland International Airport also has made a very heavy invest- 
ment to serve these and other lines. Past investment and current addition plans 
total in the neighborhood of $18 million. For our own airport planning, perma- 
nence of service of lines is highly important. 

The Civil Aeronautics Board after numerous studies and hearings has seen fit 
to certificate these lines on a period basis. With both our own area and that of 
Alaska growing in population and business, we can see no reason why limited 
certification should be employed. We feel that all arguments point to the 
soundness of permanent certification. We urge that your committee recommend 
favorably to the Congress on this issue. 


The Cuarrman. Mr. Nelson B. David, president of Alaska Airlines. 


STATEMENT OF NELSON B. DAVID, PRESIDENT, ALASKA AIR- 
LINES, INC. 


Mr. Davin. Mr. Chairman, my name is Nelson David, president of 
Alaska Airlines, as you have just said. I have a statement which I 
would like to put in the record of this committee. 

The CHarrMAN. Very well; you may have permission. 

(The statement referred to follows:) 


STATEMENT OF NELSON B. Davin, PRESIDENT OF ALASKA AIRLINES, INC., IN 
Support or H. R. 4520 ann H. R. 5926 


My name is Nelson B. David, and I am president and general manager of 
Alaska Airlines, Inc. I appreciate this opportunity to appear before the Sub- 
committee on Transportation and Communications of the House Interstate and 
Foreign Commerce Committee in support of these two bills, H. R. 4520 and H. R. 
5926. This proposed legislation, if enacted into law, would give much-needed 
permanent certificates to air carriers now operating under temporary certificates 
between the States and the Territory of Alaska. Alaska Airlines is one of the 
States-Alaska carriers having only a temporary certificate. 

Alaska Airlines, Inc., is strongly in favor of legislation which will permanently 
certificate the routes of States-Alaska carriers. It is the purpose of this statement 
to explain why the enactment of such legislation is essential to the proper manage- 
ment of Alaska Airlines, the welfare of its employees, the development of the 
Territory of Alaska, and, in effect, to the defense of the United States. 

Alaska Airlines is a scheduled air carrier, certificated on a temporary basis to 
transport persons, property, and mail between Portland, Oreg.; Seattle, Wash.; 
and Fairbanks, Alaska, and also certificated on a permanent basis between many 
points within Alaska. 

Alaska Airlines and predecessor companies have been in operation since 1932, 
We are now 25 years of age. The company has shown continuous growth, until 
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the system today stretches over 2,000 miles, from Portland, Oreg., to Kotzebue, 
Alaska, above the Arctic Circle. 

We fly daily between Portland, Seattle, and Fairbanks, and a more frequent 
schedule between Fairbanks and Anchorage, Alaska’s two principal cities. 
Scheduled service is maintained between Anchorage and Nome, and other sched- 
uled flights serve approximately 60 smaller communities throughout the Territory. 
Thus, as both a major intra-Alaska and States-Alaska carrier, Alaska Airlines 
provides a continuous transportation system which reaches from the great interior 
of the Territory out to the Northwest. 

The importance of air transportation in Alaska, and the role our company 
plays, cannot be fully understood unless we realize that most communities in 
Alaska are entirely dependent on air transportation. Even the larger cities of 
the Territory rely primarily on air transportation in a way that is without parallel 
in the continental United States. In fact, the Territory as a whole is without 
either rail or steamship passenger service, and persons traveling to Alaska must 
fly or else drive the length of the Alean Highway. The city of Nome, the center 
of a vast trading area in northwestern Alaska, cannot be reached in any way 
except by air and except for freight shipped by sea during the few months each 
year when the Bering Sea is navigable. 

Your committee is dealing with a matter, then, which is not only of interest to 
Alaska Airlines, but also is of vital significance to thousands of Alaskans. Your 
determination will, I believe, have a substantial effect on the future development 
of Alaska. 

In spite of the crucial need of the company’s services, and the unprecedented 
expansion of population and wealth in the Territory of Alaska, Alaska Airlines 
is unable to make the necessary plans for improvement and extension of its facil- 
ities and routes. In this respect the company suffers the same handicap as other 
temporarily certificated carriers. The lack of assurance of continuity of authority 
to operate the States-Alaska route makes the financing of the operation unneces- 
sarily burdensome and extremely difficult. Our present certificate between the 
States and Alaska expires in about 3 years. There is no practicable way in which 
Alaska Airlines can obtain borrowed capital on such a short period on reasonable 
terms. In other words, bank financing of the kind and magnitude required for 
proper improvement of air-transportation facilities is practically unobtainable at 
reasonable terms until there is an assurance of long-term operation. 

The necessity of a permanent certificate for obtaining financing is particularly 
true of an Alaska company. There is little resident capital in the Territory of 
Alaska and, because of its scarcity, interest charges are high. Major loans re- 
quired for airline operation must be sought outside the Territory. However, the 
application of an Alaska corporation for a bank loan or an insurance-company 
loan is scrutinized by stateside lending agencies with a great deal more particularity 
than a similar application by a stateside carrier. It is fair to say that an Alaska 
air carrier will frequently find it impossible to secure a loan under circumstances 
which would render an application by a stateside carrier almost routine. That is 
one reason why the certainty of operations derived from permanent certification 
is much more important for Alaska carriers than for local-service air carriers 
within the continental United States 

Since it was an important objective of the Civil Aeronautics Act that certainty 
and stability in airline operation would be achieved by the action of the Civil 
Aeronautics Board, you may well inquire why congressional action for permanent 
certification is necessary. Unfortunately, the intended objective has not been 
achieved, especially for Alaska. That congressional action is necessary is plainly 
evidenced by the history of the Civil Aeronautics Board rulings regarding the 
States-Alaska route. 

Despite a tremendous growth in Alaska’s population and in air traffic both 
within Alaska and between Alaska and the United States following World War II, 
it was more than 6 years before Alaska Airlines was granted a temporary certificate 
to extend its routes from points in Alaska to Seattle and Portland. Even then the 
certificate was granted for only 28 months, one of the shortest term certificates 
ever awarded by the Board. 

As a practical matter, the management of Alaska Airlines was forced to begin 
preparation for the renewal proceedings almost immediately after the case was 
finished. I cannot begin to convey to you gentlemen the tremendous expendi- 
tures of time and money required of a participant in this type of proceeding. 
We have been compelled to expend a major part of the time of our executive per- 
sonnel in compiling the statistical and factual material required in important 
route cases. I have myself had to devote a great amount of time and travel in 
connection with temporary-certificate renewal. 








26 CERTIFICATES FOR UNITED STATES-ALASKA AIR CARRIERS 


We do not disavow the advisability of a trial certificate under certain cireum- 
stances. However, after 4 years of proving effort following our States-Alaska 
certification and the establishment of clear evidence showing the remarkable 
growth of Alaska, the Board once again, in May of 1955, granted only a tempo- 
rary certificate. 

In the Board’s findings in 1955 in the States-Alaska case, it was shown that the 
Fairbanks market between 1950 and 1953, measured by air passenger traffic, 
more than doubled. The Board found that the certification of Alaska Airlines 
between the States and Alaska had resulted in significant economies in operation 
of the company’s intra-Alaska routes, through integration of services and direct 
aecess to the States over its own service. It was recognized that Fairbanks is 
the gateway to northern Alaska and the center of the development of interior 
Alaska. The Board referred to the growth of Fairbanks as “phenomenal’’ and 
quoted Gen. J. H. Atkinson, commanding general, Alaskan Command, who 
testified that the maintenance of commercial air transportation is of the first 
importance in the defense of Alaska. In the Board’s own language, to fail to 
renew the certificate of Alaska Airlines would have an “adverse effect on the 
economy of the area’”’ and would retard the development and growth of Fairbanks. 

The following are the Board’s exact words in finding that Alaska Airlines must 
be renewed as the second carrier between Seattle and Fairbanks: 

“The importance to the national-defense interests of having two Seattle- 
Fairbanks carriers was a significant factor in the President’s decision to have 
Alaska Airlines certificated in the first instance. The record indicates that the 
Territory of Alaska is no less important to the national defense today than it 
was in 1951. At that time, General Eisenhower advised the Senate Appropria- 
tions Subcommittee on Armed Services Appropriations that the defense of Alaska 
was a matter of top priority. Today, the Government continues to engage in 
tremendous military construction in Alaska, most of which is concentrated in 
the Anchorage and Fairbanks areas. * * * 

* * * * * * * 

“To relegate Fairbanks to the services of only one carrier would not only have 
an adverse effect on the economy of the area, but would tend to stifle the city’s 
own development and growth. We would be loath to take any action which 
would have such an effect. Weare even more reluctant to do so when we consider 
the effect which the economy of Fairbanks has upon the defense program of the 
area. We are convinced that it would be a disservice to people of the area and 
to the national defense to deprive Fairbanks of the services of a second States- 
Fairbanks carrier.” 

The Board also paid particular tribute to the competence of our management, 
which it said had made “‘long strides in improving service and reducing costs.”’ 
Since the opinion in the States-Alaska case was rendered, Alaska Airlines has 
further reduced its mail-pay requirements on its States-Alaska service by over 
30 percent. The mail pay received for this service in 1956 was approximatel) 
$400,000 less than in 1954, a reduction of 30.6 percent. 

We are naturally gratified with the record made by our company in spite of 
many difficulties. Certainly we are in accord with the Board’s statement that 
the need for air services to Alaska has greatly increased. What we could not 
understand was the Board’s conclusion in the States-Alaska case to continue a 
temporary status for air operations which it conceded were vital to Alaska and 
the national interest. 

The Board found that all of the factors normally associated with permanent 
certification prevail as to the routes you have under consideration. Where such 
factors exist, the public policy that formed the basis of enactment of the Civil 
Aeronauties Act requires that permanent certification should be granted. This 
is concisely emphasized in a statement issued by a high official of the Air Transport 
Association when he said: 

“The first condition involves the fact that scheduled air transport is a regulated 
industry, and the condition is that the Federal Government must provide a stable 
regulatory climate so that investors and operators alike may have a sound basis 
for planning and contributing to the future growth of airline usefulness.”’ 

The Board itself has now come around to the view that the temporary States- 
Alaska carriers should be made permanent through legislation. In a letter dated 
March 28, 1956, to the chairman of this House committee, giving the Board’s 
views on this same proposed legislation when it was pending before the last 
Congress, the Board stated that: 

‘*The reasons which led the Board to issue temporary, rather than permanent 
certificates, to certain carriers operating * * * between the United States and 


Alaska, are in general of the same nature as those which formed the basis of the 
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Board’s policy for temporary certification of the local-service carriers operating 
within the United States. After extensive hearings and careful consideration, 
the Congress determined that it would be in the national interest for local-service 
carriers to be given permanent certificates, and to effectuate that policy there 
was enacted Public Law 38, 84th Congress, approved May 19, 1955. Pursuant 
to this enactment, the Board has issued permanent certificates to the 14 domestic 
local service air carriers. 

‘“* * * H. R. 9253 would extend to the carriers operating * * * between the 
United States and Alaska, provisions for permanent certification somewhat 
similar to those contained in Public Law 38, pertaining to the domestic local- 
service carriers. The Board feels that economic conditions and other circum- 
stances applicable to the local-service carriers are also generally applicable to the 
carriers who would be benefited by these bills, and therefore that adoption of 
* * * H. R. 9253 would be in the public interest.” 

Under even most favorable circumstances a smaller carrier must be very 
resourceful to compete effectively with larger carriers which are able to finance, 
order, and utilize the most advanced flight equipmen; on any or all of their routes 
as part of an overall operation, even sustaining losses where competition rears 
against them. This advantage becomes overwhelming to the smaller carrier 
when crippled by con‘inuous temporary certification, causing inability to finance 
acquisition of expensive competitive equipment. Pan American World Airways, 
with whom Alaska Airlines competes between Seattle and Fairbanks, is per- 
manently certificated. Northwest Airlines has now been permanently certificated 
between Seattle and Anchorage. As indicated above, only Alaska Airlines and 
Pacific Northern Airlines, very small in comparison with these two large com- 
pani ;, must limp along, handicapped with temporary authorizations. It is 

difficult to see how the bigger and more powerful carriers could have been favored 
more over the much smaller Alaska carriers. The record in Alaskan cases makes 
it abundantly clear that the public, both within and without Alaska, have de- 
manded the services which we and other Alaska carriers provide, and what we 
are asking is that the Alaska earriers be treated in the same manner as United 
States carriers in all other areas where the need for service is proven. 

Even Pan American Airways itself concedes that a temporarily certificated 
carrier cannot compete effectively against a permanently certificated carrier. On 
February 21, 1957, Pan American told the CAB (in docket 7725) that it could 
not compete effectively with Northwest Airlines on the Tokyo route if Pan 
American had only a temporary certificate and Northwest had a permanent 
certificate. Here are some of the statements of Pan American’s counsel: 

‘To give Northwest permanent authorization to Japan but leave Pan Ameri- 
can’s authorization temporary would seriously impair Pan American’s ability to 
compete even during the remaining vears of its temporary certificate.”’ 

« x . * * * Ea 

‘Serious as those problems [of temporary certification] are, they are tolerable 
when a ecarrier is the only certificated operator on a route * * * or when it is one 
of the carriers with temporary certificates of the same duration. But they would 
become aggravated beyond tolerance if one carrier were given permanence and 
the other were left temporary * * *. How could Pan American reasonably be 
expected to continue the heavy financial commitments required to develop its 
jet service to the Orient if the President were now to grant its competitor exclusive 
permanence to this Tokyo gateway * * * and leave Pan American with the 
certificate that w - expire only a few months after the jets go into servic 

What Pan American has said about big carriers being unable to compete against 
each other with. unequal certificate rights applies a fortiori to a small carrier like 
\laska Airlines trying to compete under a temporary certificate against big Pan 
American in the Seattle-Fairbanks market with Pan American holding the only 
permanent certificate. 


The long-range planning, so necessary to successful airline operations, is im- 
possible when we cannot p edict the status of the company’s major route beyond 
3 years hence Net w aireraft and needed ground facilities are not acquired for 


only several years’ use; the ceaths maintenance and overhaul facilities necessary 
for today’s aircraft cannot be financed for an operation of only a few years or 
months; competent personnel needed for an efficient operation to and from the 
Territory cannot be hired, carefully trained, and indefinitely retained when the 
future of the company’s major route rests upon uncertainty and insecurity. 
Handicapped by temporary certification, executive personnel of Alaska Airlines 
must spend a good part of their time in continual planning to provide justification 
in prolonged and expensive proceedings for recertification. The morale of the 
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employees, the confidence of the public, the interest of investors—all of these are 
adversely affected by uncertainty, indecision, and instability growing out of 
temporary certification. 

The President in approving the renewal of Alaska Airlines and Pacific Northern 
in the States-Alaska case found that the introduction of up-to-date aircraft was 
of “great importance”’ to the “people of Alaska and the future development of 
the Territory.’”’ The President expressed concern that the carriers being renewed 
be enabled to “finance the purchase of new equipment on a sound basis with con- 
sequent benefit to the people of the Territory in better service and more effective 
competition.” 

Accordingly, Alaska Airlines ordered 2 new Douglas DC-6 aircraft to replace 
its DC—4’s, at a cost aggregating $3 million including spare engines, spare parts, 
etc. However, due to the manufacturer’s delivery schedule, the first Dc-6 can- 
not be delivered until the last quarter of 1957 and the second one will not be re- 
ceived until August 1958, which is only 24 months from the termination date of 
the company’s present States-Alaska certificate. These aircraft have not yet 
been financed and the remaining term of the company’s present temporary cer- 
tificate is far shorter than the period over which the cost of these aircraft must 
be amortized. 

The serious problems resulting from short-term certification were prevalent 
with both the local service carriers and the intraterritorial carriers, and extensive 
testimony was presented by them to this committee. Congress promptly and 
rightly remedied the situation through the enactment of legislation granting per- 
manent certification to all the local service and the intraterritori: al carriers. he 
compelling reasons for permanent certification of these carriers applies also to 
carriers operating between Alaska and the States. A copy of those reasons appear 
as appendix 1 to this statement. 

In approving this legislation for the intraterritorial carriers, this committee 
(in Rept. No. 2462) found that— 

“Air transportation is of the utmost importance in * * * Alaska. Defense 
activities in recent years have increased the need for adequate air transportation, 
especially in Alaska * * *. The benefits [of permament certification] will be 
especially important to the vital defense projects in the Territory.” 

The problems of temporary certification are even more acute as they apply to 
operations between Alaska and the mainland. 

When the permanent certification of local service carriers was before your com- 
mittee, it was brought out that the national defense is benefited substantially by 
the existence of experienced operators throughout the Nation. To a much 
greater extent this is true in the case of Alaska where we are flying aircraft in 
subzero weather near the top of the world. We have pilots and ground personnel 
who have mastered the techniques of Arctic air transportation, and our equipment 
is peculiarly adapted to the same need. Our experience and know-how, flight 
equipment and ground facilities, and the charting and pioneering of air routes are 
all vital factors in the defense of Alaska, which, in turn, is the front line of defense 
of the continent and our Nation. 

Gen. Nathan Twining, who formerly commanded the Alaska theater, has vig- 
orously stated his view that stable commercial air transportation to Alaska is an 
essential part of the national-defense program. President Eisenhower made 
equally clear the importance that he attaches to Alaska in our strategic defense. 
I have attached to this statement as appendixes II and III copies of their ex- 
pressed views relating to this matter. In these you will note the particular em- 
phasis President Eisenhower has placed on the great defense importance of 
Alaska. Also, that General Twining especially stresses that the Territory is an 
air theater vitally requiring increased and improved air service between the States 

and Alaska. 

In a letter to our company, Gen. J. H. Atkinson, commanding general in 
Alaska, stated that: ““* * * the commercial airlines operating into and within 
Alaska are considered by me to be a most vital asset in helping to maintain our 
military position in this part of our Nation.” 

For the compelling reasons which I have outlined, I earnestly urge the passage 
of legislation which will grant permanent ce tification to the the carriers which have 
been operating under temporary certificates between Alaska and the States. We 
are asking Congress to give us the security and stability of route authorization 
which it recognized at the time of the act as a necessity for the maximum develop- 
ment of air transportation in this country. In the case of Alaska, this factor 
assumes unparalleled importance because of the vital part Alaska plays in our 
national defense and the fact that the Territory is utterly dependent upon an 
airlift from the States for its very existence. 
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In closing I want to say to you gentlemen that the legislation which you have 
under consideration has an important human phase that should engage your 
attention along with the other aspects I have discussed. I am referring to em- 
ployee security. Our company employs approximately 400 individuals in Alaska 
and in the continental United States. Half of this number reside in the State of 
Washington where they have acquired homes and become a part of the communi- 
ties in which they live. The permanence of which I have spoken is extremely 
important to them and to their families. If aviation is to attract the loyalties of 
competent employees, it surely must provide a climate of stability such as most 
other businesses may enjoy and in fact most airlines enjoy outside of Alaska. | 
think I can speak for these employees and persons similarty placed within and 
without Alaska where aviation is a major industry when I ask that the temporarily 
certificated States-Alaska carriers be accorded the same opportunities as other 
United States-flag air carriers. 

I repeat that Congress has clearly stated its intention that the Civil Aeronautics 
Act shall operate to bring about the very type of stability which the temporary 
States-Alaska carriers have not heretofore enjoved and this proposed legislation is 
necessary to accomplish the congressional directive. I therefore earnestly urge 
upon this committtee the enactment of legislation permanently certificating the 
States-Alaska air carriers. This is not only in the best interest of my company 
but it is also in the best interests of our country, Alaska, and the Pacifie North- 
west. 

AppENpDIXx I 


Extract From SENATE Report No, 124 To Accompany §, 651, 84TH CoNGREss, 
Ist SESSION 


NEED FOR LEGISLATION 


The granting of permanent certificates of public convenience and necessity to 
the local service airlines will aid considerably in solving many of the practical 
problems which face these relatively small, relatively new, and relatively am- 
bitious and service-mined carriers. Examples of ways in which the public interest 
will be better served and the expense to Public Treasury minimized follow: 

1. The recurrent and extensive diversion of executive talent to certificate 
renewal proceedings will be ended so that executive talent can be devoted to 
improving the operations of the airlines themselves and thereby better serving the 
public interest and generating more commercial revenues. 

2. The expense saddled upon the carriers by recertification proceedings, esti- 
mated upward to $100,000 for each renewal, will be terminated and that money 
can be devoted to advertising, to such capital improvements as maintenance and 
navigational aids and other improvements contributing to the financial and 
operational progress of the carriers. 

3. The great expense and inconvenience to States and cities and other users of 
the feeder service who must devote great effort to supporting applications for 
renewal will be ended. Likewise the great expense to the Federal Government of 
having the Civil Aeronautics Board conduct such proceedings will be terminated 
and we may anticipate a consequent reduction in the administrative expense of 
the Board. 

4, States and municipalities which have invested money in aeronautical 
facilities will have some assurance that their investments in those facilities may be 
considered foresighted rather than speculative. 

5. The promotion of American commerce and national unity will be furthered 
by strengthening and making permanent the system of local air carriers which 
flew nearly 2% million Americans to, from, and between the small and inter- 
mediate-size cities last year. 

6. The local carriers may develop long-range personnel programs and offer 
long-range careers to employees. In the past all contracts of employment with 
local service carriers have been short range and have led to a personnel turnover 
rate twice that of the trunk carriers and a consequent high training and replace- 
ment expense. 

7. The local carriers may, after passage of this legislation, make long-term 
arrangements for hangars, navigational equipment, maintenance, and other 
facilities with the consequent economies to themselves and the Government that 
are inevitable from such arrangements. 

8. Users of the services of the local airlines will be able to plan new plants and 
expansions of, or additions to, old plants with some confidence that the air service 
on which they depend is permanent, 
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9. Aircraft manufacturers may be convinced that they should design and 
build an aircraft tailored to the requirements of the local service airlines. Up 
to now the local carriers have been forced to rely almost exclusively on the DC-3 
type aircraft. While this is a good and well-proved airplane, it has ceased to be 
an economical or efficient one for any commercial operation. At the present 
time no other American aircraft is in sight for the feeders except such hand-me- 
downs from the trunk airlines as Convairs or Martins. These, like the DC-—3, 
are good airplanes for the mission for which they were designed, but once again 
their utility to the feeder airlines is, to be most optimistic, problematical. Hitherto 
manufacturers have been most reluctant to undertake a new design of a true 
local-service-type aircraft because of their doubt that there would be any customer 
for such an aircraft by the time it was designed and ready to fly. Passage of this 
bill will assure manufacturers that local airline service is here to stay and that 
they may undertake design of the proper aircraft with some confidence that 
someone will be available to buy it. 

10. Passage of the bill will enable the local service airlines to establish sensible 
financing programs on a long-range basis. Such disadvantages as premium 
interest rates on loans, loan periods times to temporary certificate dates, personal 
guaranties on corporate airline loans, and many other penalties which the un- 
certain nature of the feeders’ prospects have visited upon them may be either 
reduced or avoided. 


Extract From House Report No. 2462 To Accompany 8. 3163, 847TH 
CONGRESS, 2D SESSION 


PURPOSE OF THE LEGISLATION 


The purpose of S. 3163 is to grant permanent certificates to air carriers author- 
ized to furnish service within the Territories of Alaska and Hawaii for any portion 
of that service performed pursuant to a temporary certificate. 

Similar legislation was enacted in the first session of the present Congress 
granting permanent certificates to loeal service carriers within the United States. 


NEED FOR THE LEGISLATION 


Enactment of this legislation will help affected carriers in making long-range 
plans by eliminating the uncertainty and expense resulting from periodic and 
costly renewal proceedings, and help management in financing new equipment, 
an item of increasing and pressing importance. 

Nine air carriers are now operating in Alaska, two over local routes exclusively 
within southeastern Alaska. Seven carriers are operating local service routes in 
the interior of Alaska, two of which also operate between the United States and 
Alaska. One of the States-Alaska carriers holds only permanent certificates 
within Alaska. 

Each of the carriers affected by the legislation operating within Alaska (with 
the exception of the one carrier whose entire authorization is temporary) holds to 
varying extent certain permanent authorizations, but each also holds vital tem- 
porary certificate authorizations which would be made permanent by 5. 3163. 

The legislation recognizes the vital importance of air transportation to the 
development and growth of the two Territories, the importance of air transporta- 
tion to the national defense, plus the fact that the affected routes and carriers 
are now established as stable and permanent entities in the transportation system 
of the two Territories. 


ADEQUATE CAPITAL IS PROBLEM 


Major loans reguir¢ d for airline operations must be sought outside the Terri- 
tory. Carriers must have recourse to banks and other financial institutions who 
are not familiar with the vital services they perform, and who can only look to 
financial statements and the nature of their franchises in determining their 
stability for the extent and terms of financial assistance which can be provided. 
It is all important to future financing problems that Congress grant these carriers 
permanent certificate rights as was done for the trunkline earriers in 1938 and 
the local service air carriers in 1955. 


Because it has been difficult to find adequate capital, as might be expected 
where the carriers are operating routes under temporary certificates, needed 
improvements have been deferred. In many cases equipment and maintenance 
facilities, essential to the continuance of operations and important to the national 


defense, have been provided only through expensive short-term debt financing. 
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Examples were cited to your committee in which vitally needed hangar facili- 
ties, required by the Civil Aeronautics Administration and urged by the Alaska 
Air Command, were constructed only through defense loan certification. Cases 
were cited to your committee of capital requirements anticipated in the immedi- 
ately foresees ible future for additional equipment and hangar facilities for which 
long-term and reasonable debt or equity financing will be needed and can only 
be obtained if the carriers achieve the stability proposed in this legislation. 
Additional capital will be needed for new aircraft better adapted and designed to 
meet the operating and economic characteristics of Alaska routes. Many of the 
contemplated improvements are essential to cut operating costs and help the 
‘arriers in their efforts to become self-sustaining. 

Periodic renewal proceedings and the uncertainty of certificate franchises have, 
as in the case of the local service air carriers, constituted a substantial drain 
upon the time and energies of both air carrier and Government personnel. Re- 
curring diversion of executive talent to certificate-renewal proceedings can be 
substantially eliminated by the passage of the bill to the end that the full efforts 
of the carriers and their personnel may be focused and concentrated upon improv- 
ing operating efficiencies, better procedures, and more efficient service. 


AIR TRANSPORTATION VITAL 


Ait transportation is of the utmost importance both in Hawaii and Alaska. 
Defense activities in recent years have increased the need for adequate air trans- 
portation, especially in Alaska. While the population of the Territory is small, 
the area is large and the isolated communities are in most instances entirely 
dependent for their very survival upon the facilities of the carriers affected by 
this legislation. 

Permanent certification has benefited the domestic trunklines and the local 
service carriers. The committee believes that enactment of S. 3163 will have 
similar beneficial effects upon Territorial carriers with correspon ling benefits to 
the commerce, the national defense, and the postal service. The benefits will be 
especially important to the vital defense projects in the Territory and to the 
many individuals and communities who depend on the affected air carriers for 
air transportation services for which there is no practical substitute. 


APPENDIX II 


Excerpts FROM THE TESTIMONY OF LT. GEN. NATHAN TWINING, COMMANDING 
GENERAL, ALASKA, GIVEN IN THE U. S.-ALASKA Service Cass (CAB Docket 
No. 3286 ET AL.) ON OcTOBER 28, 1948 


GENERAL Twinina. Mr. Cusick and gentlemen, I am glad to have the oppor- 
tunity to drop a few comments here on behalf of the military in regard to commer- 
cial aviation development between here and the United States. 

No doubt you people are probably fully cognizant of what Iam going to say, 
and probably way ahead of me on it. Anyway, our main job here is, first of all, 
to build the defenses of Alaska 

* * ] say the job we are primarily interested in now is the building of the 
‘esata of Alaska and the Territory; and we are struggling pretty hard on that, 
as you know. Hand in hand with the building of any defenses are the economies 
of the particular area you are trying to build a defense in. 

That is one reason we are having such difficulty. 

Alaska, as we all know, lacks for many things. It is not the fault of Alaskans, 
but it is just the fact. If the economy could be built up where it should be, it 
means our defenses are going to be cheaper; they are going to be built quicker; 
and they are going to be much more effective. The two go hand in hand. 

That is our primary interest now—to gel the economy built up, just as it 7s with 
vou people. 

What is going to bring that about? Number 1 is transportation. It has been 
proven time and time again that no territory or country can build up without 
transportation. We have some transportation, but very, very little, woefully 
inadequate. 

Air transportation is vital to the development, I think of the Territory, between here 
and the United Siales. We have a sealane, yes, but in the initial stage of any con- 
flict which comes as a surprise to us, it would be very simple to cut that line. In 
fact, it is cut right now. It is very simple for an enemy to cut that line. 

What are we going to depend on? We have nothing but air. It will be the 
greatest airlift ever seen to keep Alaska on its feet during a certain initial period 
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in a war, until the Navy and Air Force can get together and wipe out the sub- 
marine menace. 

The Alaskan Highway will be a help, but not sufficient. We must have an 
airlift in case of emergency. Therefore, anything that is done in peacetime to develop 
the air transportation lines will experimentally pay tremendous dividends to the 
national defense, and we are certainly vitally interested in what you gentlemen are 
working. 

The development of commercial airlines in peacetime will develop the facilities 
that will be required in war. Naturally we would like to see as many air routes 
from Alaska back to the United States as you can possibly support in peace- 
time. * * * Then, when the emergency comes, that thing will be available for 
the defense and to get the stuff in here. It is going to be a great airlift in the 
initial phase of any war, I am sure. 

The services are very interested. General Spaatz personally put up a great 
fight to get the two airports, on here and one at Fairbanks, so we can see that it is a 
genuine interest of the military that they feel in the development of the airlift, the 
commercial airlift, from the States to the Territory. 

The Territory itself is a natural air theater. That is why the departments in 
Washington made this an air theater. This is called an air theater. I, as an air 
commander, was sent here for that reason. They all recognize it. * * * 

* * * As we picture it, the cities here are islands in the sea, just as divorced 
from each other as if out in the ocean. Fairbanks is just as divorced from Barrow 
or Nome as if water were between them. As a matter of fact, it is worse. You 
can get ships back and forth in water, but there is no way to get across country— 
military forces I am thinking of—except by air. 

This is an air theater, and it has been developed quite a bit, I think, on the 
ocean route. Alaska is sort of a terminal of the route, the end of the line, so to 
speak, but with air itself right in the middle. 

When this world situation stabilizes, with Alaska sitting right on this airline 
between here and the Orient, I think boom days are coming for air. 

I certainly hope that in your deliberations here you can arrive at a solution 
whereby the airlift between the United States and Alaska will be increased and 
improved. I certainly think it will pay great dividends, and I certainly know it 
will from the standpoint of the national defense. * * * 

{Emphasis supplied. ] 

AppEenprIx III 
Marcu 30, 1950, 
Hon. Enumer THoMAs, 
Chairman, Senate Appropriations Subcommittee on 
Armed Services Appropriations. 


Dear Mr. CHaArRMAN: In accordance with our agreement at the hearings before 
your subcommittee on the afternoon of March 29, I submit herewith a memoran- 
dum to supplement the testimony I then presented. 

As a first and important point, I must inform you that I inadvertently omitted 
from my testimony 1 item that appeared prominently upon my notes and 
which I failed, except for 1 short reference, to mention. This involves the 
modernization of certain types of Army equipment. While this item has been 
urged by professional leaders of the Army in each of the years following the 
close of World War II, it has always been eliminated, or practically eliminated, 
from annual budgets because of overriding priorities in other directions. The time 
has come when we cannot afford longer to delay the modernization of such types 
as tanks, antiaircraft artillery, recoilless weapons, and various classes of vehicular 
equipment. While I understand that a start is being made in this year’s budget 
in this direction, I feel I should call the attention of your committee to the very 
bad situation resulting from the negligence of past years. 

A specific item that I promised a member of the committee—Senator Ferguson, 
I think—I would mention in this memorandum, is the identity of the stations that 
I believe should be garrisoned in Alaska. I believe that as a minimum we should 
place garrisons on the major airfields in the Fairbanks-Anchorage area. The 
service staffs might recommend small garrisons at a few other stations, particularly 
in the establishing of a radar screen in Alaska, but the Fairbanks-Anchorage area 
is of clear importance. I reaffirm my belief that not less than a reinforced infantry 
battalion and antiaircraft artillery should be stationed and properly quartered at 
each one of our major fields. 

In an effort to establish priorities, among the items I mentioned as suffering 
the risk of malnutrition I find myself in somewhat of a dilemma, because such 
priorities must be calculated for so many types of potential situations. However, 
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while clearly recognizing nothing sacrosanct in the order in which I place these, 
I give you the following: 
(a) Garrisons in Alaska. 
(b) Modernization of aircraft and Army equipment, and reinforcement of 
our antisubmarine facilities. (Notation omitted.) 
(c) Intelligence. 
(d) Industrial mobilization. 

I repeat the caution that none of these items can be treated or acted upon by 
itself. One peculiarity of a military establishment is that it is, in a crisis, only as 
strong as its weakest link. Therefore, there must be coordinated progress, and 
it would be erroneous to devote available resources exclusively to those items 
toward the top of the list, with no attention to those at the bottom. Jn spite of 
of this observation, I still believe that some defense of Alaska is so important that it 
should be considered before the others, both in time and in importance. 

If your subcommittee should desire anything further of me, I shall, as always, 
be available to do it. 

Sincerely, 
Dwight D. Eisenhower. 

Mr. Davin. Bearing in mind what the chairman said initially 
about avoiding repetition, bearing in mind that most of these matters 
have been covered by other witnesses so far, as well as last year, in 
which hearing I testified, I will try to be as brief as possible. I would 
like just to mention that attached to this statement of mine which is 
14 pages, double spaced, I have some appendixes which I think are 
impressive. They refer to extracts from the House report in con- 
nection with the Territorial legislation which was passed last year and 
became law. They also re fer to extracts from Senate reports that 
accompanied the legislation the year before last when the local service 
airlines were permanently certificated. In addition to that, the 
second appendix gives the testimony of Gen. Nathan Twining when 
he testified in the U. S.-Alaska Service case before the Civil Aero- 
nautics Board in 1948, bringing out very strongly the great importance 
of stable commercial air transportation to the national defense in 
Alaska. 

Mr. O’Hara. Is that included in the statement which you filed? 

Mr. Davin. That is included in the statement, sir. The third 
appendix is a letter from then General Eisenhower to the Honorable 
Elmer Thomas, chairman of the Senate Appropriations Subcommittee 
on Armed Services Appropriations, dated March 30, 1950. In this 
letter General Eisenhower very significantly directed attention to the 
great importance of Alaska in national defense. 

It has been brought out by Delegate Bartlett that Alaska Airlines 
is in its 25th year of operations. W e are not a new company. Our 
services, as described by him, are not only from the States to Fair- 
banks, but also we serve sixty-some-odd points within Alaska which 
are tied into our services from the States up to Fairbanks. 

Mr. O’Hara. Will you describe the routes which you serve? 

Mr. Davin. We operate from Portland and Seattle to Fairbanks. 
Then we operate from Fairbanks to Anchorage. Anchorage and 
Fairbanks are the two largest cities in Alaska. Then we operate 
from Anchorage up to Nome and to Kotzebue. Nome is on the 
Seward Peninsula which is very close to Siberia. In addition to those 
so-called trunkline services, we operate out to St. Lawrence Island, 
which is within approximately 35 miles of Siberia. Then we have 
numerous so-called bush services which are operated to many small 
towns and villages in the lower Yukon, on the Kuskokwim, on Seward 
Peninsula, and on Norton Sound. These services are operated with 
smaller planes which in the wintertime are on skis and in the summer- 
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time they are on wheels and floats, depending on whether it is a water 
operation or a land operation. 

I have brought out in my statement the numerous problems that 
go along with temporary certification. I do not think it is necessary 
to expand upon those. I am sure that those problems such as plan- 
ning and financi ing, the employment, administration, and retention of 
personnel, and the costs of renewing certificates are all well known to 
the members of this committee. Certainly Congress and the Presi- 
dent, himself, recognized these problems when legislation was passed 
with respect to permanent certification of the local service carriers 
and intraterritorial carriers which happened last year. 

As has already been mentioned, the renewal of the States-Alaska 
certificates in 1955 was accompanied with strong statements by the 
Civil Aeronautics Board as well as by the White House as to the neces- 
sity for these services. Yet the certification was only temporary, for 
a 5-year period. I might mention just in passing that the Civil Aero- 
nautics Board itself supported this legislation in the last session of 
Congress when it was up for consideration, stating that exactly the 
same reasons that Congress found it important enough to provide 
permanent certification for the local service carriers applied in the 
case of the States-Alaska carriers. 

Mr. Bartlett has very appropriately pointed out the difficulties of 
airlines competing properly when one is permanently certificated and 
the other has only a temporary certificate. He also said to the com- 
mittee this morning that in the case of Alaska Airlines we are compet- 
ing from Seattle to Fairbanks with Pan American. Pan American has 
a permanent certificate. We have a temporary certificate. 

From another proceeding in which Pan American has been involved 
as well as Northwest Airlines on certification across the Pacific, I 
would like to read an excerpt from the statement made by Pan 
American’s counsel. It says: 

To give Northwest permanent authorization to Japan but leave Pan American’s 
authorization temporary would seriously impair Pan American’s ability to compete 
even during g the remaining years of its temporary certificate. 

Serious as those problems [of temporary certification] are, they are tolerable 
when a carrier is the only certificated operator on a route oe F or when it is 
one of the carriers with a temporary certificate of the same duration. But they 
would become aggravated beyond tolerance if one carrier were given permanence 
and the other were left temporary. * * * How could Pan American reason- 
ably be expected to continue the heavy financial commitments required to develop 
its jet service to the Orient if the President were now to grant its competitor 
exclusive permanence to this Tokyo gateway * * * and leave Pan American 
with the certificate that will expire only a few months after the jets go into service? 

We have that same situation between Seattle and Fairbanks in 
competing with Pan American. 

I do not believe that I should dwell any more on the problems of 
being able to plan and actually to commit for new equipment or for 
new facilities when we are faced with temporary certificates. We 
have exactly the same problems as Mr. Kinsey has described are 
facing Pacific Northern. We have new equipment which is on order. 
We have the problem of financing it with only a few years left on our 
temporary certificate. We have the problem of building a needed 
hangar in Anchorage, Alaska. The financing of that, which must be 
long term, cannot be planned when you have only 2 or 3 years remain- 
ing on our temporary certificate. 
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Mr. Chairman and gentlemen, I would like to urge again as strongly 
as I can that this legislation as proposed be passed. It is in the inter- 
est not only of my company but of the people of the Territory, our 
country, and its national-defense considerations, and certainly it is 
in the interest of the Northwest area. 

The CuarrMan. Thank you very much, Mr. David. 

May I inquire, are you familiar with the information which was 
given to the committee and included in the hearings last year? 

Mr. Davin. Yes, sir; I am. 

The CHarrMANn. Mr. Adams, who was then a member of the Civil 
Aeronautics Board, included a number of tables in the appendix to 
the record at that time which gave to us itemized data on the opera- 
tions of the total Territorial and States-Alaska operations beginning 
in 1951 and including the estimates for 1957. I assume you are famil- 
iar with the information. 

Mr. Davin. Yes, generally. 

The CuHarrMan. I assume it is correct as of today? 

Mr. Davin. I would judge so, Mr. Chairman, although I would 
have to verify that to be positive. I have not checked these figures 
recently. 

The CuHatrmMan. You will find them on pages 33 and 34 of the 
hearings before this committee last year on March 28 and 29. | 
wanted to refer to that so anyone who is interested in that can refer 
to the other hearings and get this information which was submitted 
by a member of the Board at that time. 

Mr. Davin. Yes, sir. 

The CuatrmMan. Any further questions? 

Mr. O’Hara. I would like to ask a couple of questions. 

The Cuarrman. Mr. David, I thoroughly agree with you on the 
difficulties which you have in attempting to finance yourself with 
temporary certificates. In competing with those who enjoy the 
benefits of permanent certification, you are placed in a position where 
economically you are handicapped with respect to those with whom 
you must compete. 

Mr. Davin. Yes. 

Mr. O’Hara. As I understand it, you have been generally reducing 
the subsidy which has been paid to Alaska Airlines over your years of 
operation. That is particularly true of the last 2 or 3 years. 

Mr. Davin. Yes, sir. 

Mr. O’Hara. What type of equipment are you flying between 
the States and Alaska? 

Mr. Davin. We are flying DC—4’s presently. 

Mr. O’Hara. You are, of course, anxious to get other equipment, 
more modern equipment, both for passenger and cargo service, | 
presume? 

Mr. Davin. Yes, we do have other equipment on order. 

Mr. O’Hara. What type of equipment have you on order? 

Mr. Davin. They are DC-6’s, Mr. O’Hara. We have ordered from 
the manufacturer DC-—6A’s, which is a cargo airplane, but we will 
modify that airplane when we put it into service to a combination 
passenger-cargo airplane. We chose that because we have a very 
heavy responsibility with respect to cargo northbound, and this 
airplane has a large cargo door forward fac ilitating loading as well as a 
heavy cargo floor. 
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Mr. O’Hara. You do find it difficult, as I assume other carriers do, 
flying between the States and Alaska using the DC—4 which is not 
pressurized equipment. You have to fly at considerable heights 
because of the mountainous conditions at times and because of weather 
conditions, which makes unpleasant flying for the passengers and the 
crew of the DC—4 plane. 

Mr. Davin. That is right. 

Mr. O’Hara. With your DC-6 plane which you are acquiring you 
would have a pressurized operation for both the comfort and the 
safety of the passengers and crew. Is that not true? 

Mr. Davin. That is true, sir. 

Mr, O’Hara. That is all I have, Mr. Chairman. 

The CHarrmMan. Any further questions? Thank you very much, 
Mr. David. 

Mr. George D. Riley, legislative representative, AFL-CIO here in 
Washington has a statement which he wishes to insert in the record. 
rhe statement of Mr. Riley will be included at this point in the record. 

(The statement referred to follows:) 


STATEMENT OF GeEorGE D. Ritey, AFL-CIO LeaisiativE REPRESENTATIVE, ON 
H. R. 4520 ann H. R. 5926, To AurHorizE PERMANENT CERTIFICATION FOR 
Arr CARRIERS BETWEEN THE UNITED STATES AND ALASKA 


The AFL-CIO joins with the member unions of its aviation subcommittee in 
support of the purposes of H. R. 4520 and H. R. 5926, intended to grant permanent 
certification to air carriers between Alaska and the States. 

The transportation facilities of Alaska, which is a rapidly expanding section of 
the world, are meager at best. There are the 450-mile, Government-owned 
railroad and the maritime shipping lines into the Territory. When we realize 
that Alaska is somewhat more than twice the size of Texas and that moving 
about for both passengers and freight calls for all the means of transportation 
which companies are prepared to supply, then we come again to understand what 
the problem really is. 

We believe that all airline companies servicing Alaska should be fully encouraged 
and given as much assurance as is possible that they are wanted and needed to 
assist in the growth of this outer periphery of our line of defense and mineral and 
other natural-resources development. 

Permanent certification of air carriers is essential and will remove a great deal 
of the uncertainties which bother both employer and employee. These can be 
dispelled through enactment of the presently proposed legislation. Likewise, 
venture capital can be induced to come forth—not only for the regions of Alaska 
thus served, but in promotion of the airlines themselves. 

Constant certificate-renewal processes entail a type of mental handicap recur- 
rently hovering over the small companies now seeking relief in the proposed 
legislation. 

There can be no expansion without additional capital, whether it be for the 
airlines concerned or any other purpose, in these days when finances are the 
element upon which all goods and services—both capital and consumer—neces- 
sarily rest. 

Likewise, there is human investment involved. We realize that flying personnel 
must start for employment at an early age and that these, too, must have some 
assurances that their own personal investment in their careers will have been 
well placed and assured a modicum of employment security. The possibilities 
and potentials of the companies employing our pilots and others need to be 
oroperly shored as they are elsewhere, similarly to the provisions contained in 
i. R. 4520 and H. R. 5926. 

Additionally, our airline pilots are an important and integral part of our defense 
mechanism, As transport pilots, they are well acquainted with all details of the 
Territory’s pecularities, literally from the ground up and including variable 
weather, terrain, and all other factors which enter into their life in and above 
Alaska as it is realistic ally. 

The cost of producing a fully trained pilot, even to his minimum proficiency, 
certainly requires his maintenance in a status of readiness through continual 
training and constant service through uninterrupted-duty status. 
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For these and other reasons which our airline pilots will be in the best position 
to determine and to present for the information of this committee, we fully en- 
dorse the purposes of these companion bills with the earnest hope and belief that 
this year will see the legislation made a part of our laws. 


The CuHarrMan. Mr. Clarence Sayen, president of the Air Line 
Pilots’ Association. 


STATEMENT OF CLARENCE N. SAYEN, PRESIDENT, AIR LINE 
PILOTS’ ASSOCIATION INTERNATIONAL 


Mr. Sayren. The copies of our prepared statement did not come 
quite as fast as I did, so I have three copies with me. We will furnish 
copies to all members of the committee. 

The CuarrMman. All right. 

Mr. Sayen. I would like to enlarge on a couple of points. 

The CHarrMaANn. Your statement will be inserted in the record. 

(The statement referred to follows:) 


STATEMENT OF CLARENCE N. SAYEN, PRESIDENT AiR LINE PiILotTs ASSOCIATION, 
INTERNATIONAL, ON H. R. 5926 ANpb 4520, PrRoposats To AMEND THE CIVIL 
AERONAUTICS Act or 1938, As AMENDED, IN ORDER To AUTHORIZE PERMA- 
NENT CERTIFICATION FOR CERTAIN AIR CARRIERS OPERATING BETWEEN THE 
UNITED STATES AND ALASKA 


My name is Clarence N. Sayen. I am president of the Air Line Pilots Associa- 
tion International and the International Federation of Air Line Pilots Associations. 
We are very appreciative of the opportunity to appear before you today in support 
of H. R. 5926 and 4520, legislation which would extend permanent certification 
to certain air carriers operating between the United States and Alaska. 

The Air Line Pilots Association is an association of the professional airline pilots 
of the scheduled United States air carriers. At present it has a membership of 
over 15,000 active and inactive members employed by 50 airlines. The assoca- 
tion represents airline pilots in all aspects of their professional life. It is their 
bargaining agent under the Railway Labor Act, maintains an extensive air-safety 
organization in 145 councils scattered throughout the United States and a num- 
ber of foreign countries, and is spokesman for the airline pilot in his relationship 
with municipal, State, Federal, and international organizations. 

The International Federation of Air Line Pilots Associations is a federation of 
the pilot-representing organizations of 25 countries and represents the professional 
pilots of practically all civil aviation in the world outside the Iron Curtain 
countries. 

By way of personal background, I hold bachelor of arts and master of arts 
degrees in geography and economics. I have been a teacher and airline pilot. 
Some current activities include membership on the Committee on Operating 
Problems of the National Advisory Committee for Aeronautics, Executive Com- 
mittee of the National Air Transport Coordinating Committee, War Air Service 
Pattern Committee of the Defense Air Transportation Administration, National 
Aviation Noise Reduction Committee, Executive Committee of the Radio Tech- 
nical Commission for Aeronautics, the Chicago Aero Commission, Industry 
Advisory Committee of the Interdepartmental Aviation Manpower Committee, 
and the 1957 Long Range Planning Committee of the Radio Technical Commission 
for Aeronautics. 

We were afforded an opportunity to appear before this committee in 1955 to 
testify in support of legislation which was enacted in public law providing perma- 
nent certification for the local-service air carriers. Additionally, we appeared 
in 1956 in support of similar legislation which would grant permanent certification 
to the carriers here under consideration as well as the intra-Alaskan and intra- 
Hawaiian companies. In this instance, the Congress saw fit to grant permanent 
certification to the latter carriers but passed over the routes affected by the present 
proposal. In our opinion, the carriers here under consideration are faced with 
much the same problems as those which the Congress saw fit to alleviate on behalf 
of the local-service carriers and the intraterritorial airlines. The Congress has 
taken cognizance of the importance of air transportation to the people served 
by the local-service group and those carriers operating within the Territories. 
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However, the Congress has not as yet taken the next logical step which would 
provide the same stability to the carriers here under consideration and fill the 
need for connecting service between the United States and the Territory of Alaska, 
Passage of this legislation would fulfill that requirement. 

Competent witnesses who have appeared before this committee on behalf of 
this legislation during the last congressional sessions, as well as the present sessions, 
have presented statistical evidence demonstrating the growth and development 
of these carriers. Consequently, it would serve no useful purpose in taking the 
committee’s time in repetition, other than to note that the operating revenues 
of the carriers here involved, together with their operations within the Territory, 
have shown a net increase in operating revenues from $8,349,000 in 1948 to 
$29,393,000 in 1956. The record further indicates a steady growth during the 
intervening years, and present indications are that the year 1957 will show the 
same advance in operating revenue. We think it obvious that the service per- 
formed is not only an essential one but is a necessity if the Territory is to prosper. 

We have had the opportunity, due to the nature of our association with the 
industry, to participate and observe at first hand the development of these 
carriers and to evaluate the underlying problems which must be solved if they 
are to effectively fulfill their potential. We have reached the conclusion that 
permanent certification of these carriers is a logical next step and essential to 
their continued development for many reasons. 

1. Permanent certification will relieve these carriers of the uncertainty which 
constantly surrounds their present existence and every decision that they are 
required to make as to their future. The temporary nature of the certificates of 
these carriers has been a skeleton in the closet for management and emplovees 
alike. It has made it impossible and impractical to plan into the future.  Per- 
manent certification will help to relieve the uncertainty on the part of investors, 
management, and employees. 

2. It will relieve management of the tedious. and expensive procedures which 
are required every few years in a certificate-renewal proceeding. These proceed- 
ings consume too much of the energy and resources of these small companies. 

3. It will permit this industry to attract capital which is vital to its expansion 
and growth. One of the great handicaps of these carriers has been their inability 
to attract adequate financing due to the temporary nature of their existence. 
If they are to fulfill their vital role in our economy, they must expand and grow; 
they must be capable of securing new equipment, and putting into effect modern 
procedures which will enable them to keep pace with the times and competitors. 

1. It will reduce employee’ turnover and encourage capable people to invest 
their future in this business. For example, an airline pilot is considered too old 
for initial employment by most air carriers after age 28. He must, therefore, in- 
vest his career with a particular air carrier prior to that age and thereafter remain 
with it. In making this important decision an individual must have some assur- 
ance as to the future possibilities of the company. The temporary nature of the 
certificates granted these carriers has been a handicap to them in attracting and 
maintaining capable personnel. 

It is our belief that the decision on permanent certification of these carriers is 
one that should properly be made by the Congress rather than the Civil Aero- 
nautics Board. It is our belief that the Congress is requested in this legislation 
to provide policymaking guidance for one of its agencies, the Civil Aeronautics 
Board, on the question of the future of this important segment of our air trans- 
portation structure. In our opinion, this is properly the function of the Congress 
and a decision which should be made by it. 

With respect to the so-called subsidy payments which are being made to these 
air carriers in the present state of their development, we feel that the term ‘“‘sub- 
sidy’’ isa misnomer. We believe that such payments must be viewed in the overall 
national interest and as such, an evaluation must be made as to whether there is 
value being received in the national interest. We contend that these payments 
represent an excellent investment for the following reasons. 

1. They are payments not necessarily to the air carriers involved, but payments 
made to provide essential air service to the communities of their territories. 
Without such service most Alaskan communities would have no direct air carrier 
service to the United States. The payments will be made so long as they are 
necessary to develop this air route structure and the record indicates that these 
communities support this air service in a manner which should eventually elim- 
inate the necessity for Government support. 

2. The national interest is securing a return in the national defense in excess of 
the total subsidy bill. For example, these carriers’ pilots are being maintained, 
available to the national defense in the highest possible state of proficiency, as 
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transport pilots. Figures recently released by the Defense Department estimate 
that at present, it costs approximately $120,000 to train a pilot to the minimum 
proficiency required in order that he may be assigned to a mission. In order for 
a pilot to be available to the national defense in accordance with the demands of 
modern warfare, he must be in a constant state of readiness. This can only be 
achieved by the pilot being constantly in service or constantly in training. The 
training is very expensive, whether it be given as part of a Reserve unit or on 
active duty with the Air Force. The pilots of these carriers are being maintained 
at a high state of proficiency, constantly available to the national defense of our 
country, while, at the same time, providing essential air services to the citizens of 
hundreds of communities. Additionally, it must be recognized that these terri- 
tories constitute important outposts of the national defense. Adequate trans- 
portation for the civilian and military population and for the activities and 
enterprises which are inevitably intermingled with the defense effort is a military 
requirement. In Alaska and the intervening routes where aircraft are flown in 
subzero weather with a minimum of facilities, the pilots and ground personnel have 
mastered the techniques of Arctic air transportation and their experience and 
know-how in operation of air routes near the top of the world are extremely 
essential to the national defense. 

It is not sound economics to merely take money out of one pocket and put it 
in another, and if the Federal Government were to terminate these services today, 
we believe that it would be necessary to increase military appropriations by an 
amount far in excess of the total amount being paid in the interest of national 
security. 

In addition to the foregoing, we must consider the value to the national defense 
of the other highly skilled personnel made available by these carriers. 

We concur completely in the desirability of making our entire air transportation 
free from any dependence upon Government support as rapidly as possible. We 
believe that this will best be accomplished by the realistic support of these car- 
riers in order that they may expand their service, increase their efficiency, and 
perform their assigned functions in order that they will grow with our economy. 
In this light, we view the present so-called subsidy payments as a sound invest- 
ment in the future. 

The adoption of this legislation will not preclude the Civil Aeronautics Board 
from making essential route adjustments, encouraging consolidations, and so forth, 
as necessary, to constantly improve the efficiency and economy of our air route 
structure. In our opinion, the present Civil Aeronautics Act of 1938 provides 
authority for the Civil Aeronautics Board to take such steps as necessary and the 
Board has done so with present permanently certificated carriers. 

In summation, we believe the adoption of this proposed legislation by the 
Congress will be in the national interest. It will provide important policy- 
making guidance for the Civil Aeronautics Board. It will enable the carriers who 
have been assigned to develop this important segment of our air route structure 
to better perform their assigned function. It will bring needed stability to 
these carriers. It will mean added security for the employees and remove the 
uncertainty that is present when a constant repetition of renewal proceedings 
and temporary certificates are present. It will enable the industry to attract 
financing, develop new efficient equipment, and attract capable personnel. 

We greatly appreciate the opportunity to appear and make our views known on 
this cp iactmener legislation. 


Mr. Sayen. Mr. Chairman and members of the committee, my 
name is 5 C larence N. Sayen, president of the Air Line Pilots Associa- 
tion, International, and the International Federation of Air Line 
Pilots Associations. 

We are very appreciative of this opportunity to appear and testify 
in favor of H. R. 5926 and H. R. 4520 to extend permanent certifica- 
tion to the air carriers operating between the United States and 
Alaska. 

We represent all of the pilots who would be involved in this pro- 
ceeding. The Air Line Pilots Association is a professional associa- 
tion of about 15,000 active and inactive airline pilots employed by 
50 airlines. In this particular case we represent pilots employed by 
all airlines affected by this legislation. 
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We have appeared previously in connection with legislation pro- 
posing permanent certification for the local service carriers which 
was adopted by the Congress, which seems to have worked out very 
well. We appeared previously in support of the legislation giving 
permanent certification to intra-Alaskan and intra-Hawaiian carriers 
which seemed to have worked out very well. 

In our opinion, the legislation proposed here is a very logical next 
step. We supported it when it was introduced in Congress before, 
and we desire to support it again. 

Other witnesses who have appeared before this committee have 
presented the statistical and background information for the neces- 
sity of these air services and the growth in these air services over 
the years, indicating the necessity of this transportation from the 
States to Alaska, the rapidly growing Territory of Alaska, et cetera, 
and we think it is obvious that the service perfor med is not only an 
essential one, but is necessary to the prosperity of the Territory and 
necessary to the national defense of this country. 

There is no purpose in our enlarging on it at this time. 

I would like to summarize very briefly the reasons we think this 
legislation is a logical next step and essential to the continued develop- 
ment of these carriers. 

We believe the permanent certification will relieve these carriers 
of the uncertainty which constantly surrounds their present existence 
and every decision that they are required to make as to their future. 
The temporary nature of the certificates of these carriers has been a 
skeleton in the closet for management and employees alike. It has 
made it impossible and impractical to plan into the future. Permanent 
certification will help to relieve the uncertainty on the part of inves- 
tors, management, and employees. 

2. It will relieve management of the tedious and expensive pro- 
cedures which are required every few years in a certificate-renewal 
proceeding. These proceedings consume too much of the energy and 
resources of these small companies. They occupy the attention of 
top management for months on end when that attention should be 
pm elsewhere. 

. It will permit this industry to attract capital which is vital to 
ite expansion and growth. That has been adequately covered by 
previous witnesses. 

I would like to point out these carriers have to grow. They have 
to attract new equipment if they are to survive and if they are to be 
effective competitors. 

It will reduce employee turnover and encourage capable people 
to invest their future in this business. We think this is very important. 
There is a shortage of capable management personnel, pilots, other 
technical personnel, for airline operation these days. 

An airline pilot, for example, is considered too old for initial 
employment by most air carriers after age 28. He must, therefore, 
invest his career with a particular air carrier prior to that age and 
thereafter remain with it. In making this important decision an 
individual must have some assurance as to the future possibilities of 
the company. The temporary nature of the certificates granted 
these carriers has been a handicap to them in attracting and main- 
taining capable personnel. 

We further believe that the decision on permanent certification 
of these carriers is one that should properly be made by the Congress 
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rather than by the Civil Aeronautics Board. It is our belief that the 
Congress is requested in this legislation to provide policy making 
guidance for one of its agencies, the Civil Aeronautics Board, on the 
question of the future of this important segment of our air transpor- 
tation structure. In our opinion, this is properly the function of the 
Congress and the decision which should be made by it. 

Now there is always deep consideration in one of these cases where 
the carriers are subsidized. As to the subsidy question, I would like 
to take just a minute or two of the committee’s time to discuss this 
subsidy question with it. 

In our opinion, the word ‘‘subsidy”’ in these cases is a misnomer. 
We believe that such payments must be viewed in the overall national 
interest and as such an evaluation must be made as to whether there 
is value being received in the national interest. 

We contend these payments represent an excellent investment for 
the following reasons: 

They are payments not necessarily to the air carriers involved, 
but payments made to provide essential air services to the com- 
munities of their territories. Without such service, most Alaskan 
communities would have no direct air carrier service to the United 
States. The payments will be made so long as they are necessary to 
develop this air-route structure, and the record indicates these com- 
munities support this air service in a manner which should eventually 
eliminate the necessity for such support. 

We think they are a good investment because the national inter- 
est is securing a return in the national defense in excess of the total 
subsidy bill. For example, these carriers’ pilots are being maintained 
available to the national defense in the highest possible state of pro- 
ficiency as transport pilots. 

If you look into the mobilization planning of this country, every 
single airline pilot is marked for mobilization purposes on 48 hours’ 
notice. 

Mr. O’Hara. Where would it be more important than between 
Alaska and the States? 

Mr. Sayren. Searcely any place would it be more important in the 
present national defense structure. Figures recently released by the 
Defense Department estimates that at present it costs approximately 
$120,000 to train a pilot to the minimum proficiency required in order 
that he may be assigned to a mission. ‘This is minimum proficiency. 

In order for a pilot to be available to national defense in accordance 
with the demands of modern warfare, he must be in a constant state of 
readiness. He must be ready for mobilization and service on 48 hours’ 
notice. This can only be achieved by the pilot being constantly in 
service or constantly in training. 

The training is very expensive, whether it be given as part of a 
Reserve unit or on active duty with the Air Force. The pilots of 
these carriers are being maintained at a high state of proficiency con- 
stantly available to the national defense of our country while at the 
same time providing essential air service to the citizens of hundreds 
of communities. 

Before I leave that, I would like to make this point. I know that 
almost every witness that comes before these committees tries to 
justify expenditures in terms of the national defense. I think this 
situation is a little bit different. If you would assume that there are 
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a hundred pilots—and there are more—in this service and these pilots 
are presently providing or are available for national-defense mobiliza- 
tion purposes, and they were eliminated and it was necessary for the 
military to maintain these same people, the initial investment in 
training costs for pilots alone, excluding mechanics, and all the other 
personnel, would exceed $12 million. 

That is for minimum proficiency. That is not to produce a trans- 
port pilot but to produce a pilot that is merely ready for his first pro- 
ductive military mission. 

The military has just reduced the amount of training made avail- 
able to pilots per month to maintain proficiency because of prohibi- 
tive cost, but even at the level that is now maintained, it would prob- 
ably cost at least a million dollars a vear to maintain those pilots once 
you had trained them to minimum proficiency in even a minimum 
state of readiness. 

So the pilot cost alone, if this cost were eliminated, would have to 
be duplicated in the national defense budget at a much higher figure. 

In the Alaskan service there are problems peculiar to air operation 
which require a certain level of experience on the part of the operating 
personnel. The people who are operating in this Territory are com- 
pletely familiar with the Territory, qualified to operate in that Terri- 
tory today, day in and day out, under all conditions. They know 
these routes and they have the experience and know-how to operate 
these routes which are essential to our national defense. 

We believe it is not sound economics to merely take money out of 
one pocket and put it in another. If the Federal Government were 
to terminate these services today, we believe it would be necessary 
to increase military appropriations by an amount far in excess of the 
amount being paid in the interest of national security. 

We concur completely in the desirability of making our entire air 
transportation system free from any dependence upon Government 
support as rapidly as possible. This we believe could best be accom- 
plished by giving these carriers an opportunity to maintain or rather 
to attain self-sufficiency as rapidly as possible by continued support. 
The adoption of this legislation will not preclude the Civil Aeronautics 
Board from making essential route adjustments, encouraging con- 
solidations, et cetera, as necessary to improve the efficiency and 
economy of our air-route structure as necessary. 

In our opinion, the Civil Aeronautics Act of 1938 provides authority 
for the Civil Aeronautics Board to take such steps as necessary, and 
the Board has already done so with permanently certificated carriers 
where necessary. 

In summation, we believe adoption of this proposed legislation by 
the Congress to be in the national interest. It will provide important 
policymaking guidance for the Civil Aeronautics Board. It will 
enable the carriers who have been assigned to develop this important 
segment of our air route structure to better perform their assigned 
function. It will bring needed stability to these carriers. It will 
mean added security for the emplovees and remove the uncertainty 
that is present when a constant repetition of renewal proceedings and 
temporary certificates are present. It will enable the industry to 
attract financing, develop new efficient equipment, and attract capable 
personnel. 

We appreciate the opportunity to appear and make our views known 
on this legislation. Thank you. 
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The CuarrMan. Thank you very much for your statement. 

Are there any questions? 

Mr. O’Hara. Mr. Sayen, of course, what you said with reference 
to the subsidy and all these arguments which sometimes come up in 
the Congress where people do not understand it quite as well as 
perhaps members of this committee, the word “subsidy” is a naughty 
word. But oftentimes these carriers are forced into routes which are 
laid out by the CAB to serve places which are economically unsound. 
They are helpless. They have to serve those not only in these 
States-Alaska cases but operations all over the world and in our 
own country. Is that not a fact? 

Mr. Sayen. Yes, it is very true. 

Mr. O’Hara. The carrier is helpless. It has to follow out the 
mandates and directions of the CAB and serve these places even 
though it is against their wishes and economically unsound. 

Mr. Sayen. That is why we maintain the subsidy is more to the 
communities involved and the publie interest than it is directly to 
the carrier in some cases. In some cases the carrier would be just as 
happy if they did not have to serve those communities. 

Mr. O’Hara. That is true, and there is no carrier I know of that 
enjoys being the recipient of a subsidy in its operations. But when 
they are helpless and oftentimes have to have the subsidy in order to 
operate, that is the way it is. That is all, Mr. Chairman. 

The CuarrmMan. Are there any further questions? 

There is another thing which is of particular interest to me insofat 
as the defense aspect is concerned. That is the trend of the military 
as it continues to perform this service more and more by their own 
MATS operation, expanding and expanded. 

Therefore, it seems to me it conflicts with what has heretofore 
been the general policy of utilizing our own commercial carriers and 
particularly in the far-off places where they are required to go at 
great subsidy. It just does not make sense to me to continue to 
promote both ends of it when one can utilize the services of the com- 
mercial airlines that are being paid subsidies to go to those areas. 
That is a subject this committee is giving some attention to right now. 

Thank you very much. 

Mr. Sayen. Thank you. 

The Cuairman. I believe that concludes the proponents who are 
here today and interested in this legislation. 1 do not know if |] 
should term our next witness es an opponent, but nevertheless ac- 
cording to the statement we have here, the Civil Aeronautics Board is 
unfavorable to the legislation. 

Mr. FitzGerald, you are with us today as Director of the Bureau of 
Air Operations to testify on behalf of the Board. We are glad to 
have you today to present the views of the Board in connection with 
this proposed program. 


STATEMENT OF JOSEPH M. FitzGERALD, DIRECTOR, BUREAU OF 
AIR OPERATIONS 


Mr. FirzGeratp. Mr. Chairman and members of the committee, 
the Civil Aeronautics Board appreciates this opportunity to present 
its views on H. R. 4520, introduced by Mr. O’Hara, and H. R. 5926, 
introduced by Mr. Bartlett, which you are considering today. 
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These bills would amend the Civil Aeronautics Act of 1938 so as to 
incorporate therein a provision giving rights of permanent certification 
to air carriers now furnishing, by temporary certificate authorization, 
air transportation between points in the continental United States and 
points in the Territory of Alaska. The provisions of the bills are the 
same with the exception that in H. R, 4520 the controlling date from 
which the carrier must have furnished continuous service is January 
1, 1957, whereas in H. R. 5926 the corresponding date is January 1, 
1956. The provisions of the bills are substantially the same as those 
of H. R. 9253 and 8. 3164 which were introduced in the 2d session of 
the 84th Congress. 

Three United States carriers would be affected by the provisions of 
the proposed legislation. Alaska Airlines, Inc., and Pacific Northern 
Airlines, Inc., hold temporary certificates for their States-Alaska 
operations. Their present certificates were issued in renewed and 
amended form in May 1955, and by their own terms would terminate 
in July 1960. Alaska Airlines is authorized to serve between the 
coterminal points Portland, Oreg., and Seattle-Tacoma, Wash., and 
the terminal point Fairbanks, Alaska. Pacific Northern Airlines is 
authorized to serve between the coterminals, Portland, Oreg., and 
Seattle-Tacoma, Wash., and the terminal point Anchorage, Alaska, 
via the intermediate points Ketchikan, Juneau, Yakutat, and Cor. 
dova, Alaska. The third cerrier affected is Northwest Airlines, Inc. 
This carrier holds a temporery certificate which will expire in July 
1958 for 1 of its 2 States-Alaska routes. This temporarily certificated 
route is authorized between the coterminal points New York, N. Y., 
and Chicago, Ill., and the terminal point Anchorage, Alaska, via the 
intermediate points Minneapolis-St. Paul, Minn., and Edmonton, 
Alberta, Canada. 

Northwest Airlines holds a permanent certificate for the second of 
its two States-Alaska routes, authorized between the terminal point 
Seattle-Tacoma, Wash., and the terminal point Anchorage, Alaska. 
Pan American World Airws ays, Inc., is the fourth carrier operating 
States-Alaska services. It holds a permanent certificate for its route 
between the terminal point Seattle-Tacoma, Wash., and the terminal 
point Fairbanks, Alaska, via the Intermediate points Ketchikan and 
Juneau, Alaska, and Whitehorse, Yukon Territory, Canada. 

The Territory has a unique dependence on air transportation. The 
primary concern of the Board a been in the past, is today, and will 
be in the future, to insure that fully adequate service is provided to 
meet the needs of the economy, to compensate for the isolation of 
Alaska, and to support the interest of the national defense in the 
Territory. The Board believes, however, that there are substantial 
subsidy problems that should be considered by the Congress concur- 
rently with consideration of the question of the permanent certification 
of States-Alaska carriers. During the past year it has become clear 
that the States-Alaska service is ¢ ‘apable of being operated at least in 
part on a nonsubsidized basis. 

Of the 4 carriers authorized to provide States-Alaska services only 
2 are receiving support from the Government at this time—Alaska 
Airlines and Pacific Northern Airlines, both of which hold temporary 
certificates. Northwest Airlines’ transpacific operations, including 
States-Alaska services, have been free of subsidy since January 1, 
1955. Pan American Airways System operations since October 1, 
1956, have been on a temporary service mail rate without subsidy. 
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It is the Board’s view that, as the States-Alaska service expand in 
volume in response to normal growth of traffic, and as the pattern of 
service stabilizes owing to the completion of the majority of military 
projects in Alaska it will be desirable to review the entire States- 
Alaska service pattern to determine the maximum extent to which it 
may be made self-supporting. There would be involved in such a 
review a determination of the number of individual carriers which 
would be needed to provide adequate services, as well as their exact 
pattern of service. 

In 1955 when the Board concluded the first formal renewal proceed- 
ing for the States-Alaska carriers the Board recognized the need then 
for an additional experimental period for the competitive services. It 
also recognized that subsidy would continue into the foreseeable 
future. The Board’s opinion was that an important avenue for 

reducing subsidy support without depriving the Territory of certain 
competitive air services could be accomplished through a merger of 
Alaska Airlines and Pacific Northern Airlines, along with certain 
route modification. The Board said, however, that since it does not 
possess the authority to compel a merger of air carriers, it could only 
await the voluntary action of the carriers. In this connection, the 
Board said in its opinion submitted to the President in April 1955 
that it proposed to limit the certificates to renewal periods of only 3 
years so that the Board could review the situation at an early date, in 
the event the carriers continued to retain their separate identities 
without regard to the benefits that would inure to the public from a 
merger. On May 25, 1955, the President returned the Board’s opinion 
in the renewal proceeding without his approval and advised the Board 
with respect thereto as follows: 

I am in general agreement with the major aspects of the Board’s proposed 
action in this case and I approve of the Board’s proposed order except as it relates 
to the duration of the certificates for Alaska Airlines and Pacific Northern Air- 
lines. Iam in full agreement with the Board’s view that a merger between Alaska 
Airlines and Pacific Northern would be an important step forward in strengthen- 
ing air transportation between the States and Alaska and at the same time reduce 
the need for Federal subsidy support. While 3-year certificates might well 
encourage and facilitate such a merger, such certificates would create serious 
problems for both carriers in the matter of financing new equipment. I am con- 
vineced that there are other steps that the Board can take within its authority to 
encourage and facilitate such a merger, and I trust that the Board will take all 
such steps as are reasonable and appropriate. 

In view of the great importance of air transportation with up-to-date equipment 
to the people of Alaska and the future development of the Territory, the certifi- 
cates of Alaska Airlines and Pacific Northern should be extended for 5 years. 
You have advised me, through the Director of the Bureau of the Budget, that in 
the opinion of the Board a 5-year extension will enable the carriers to finance 
the purchase of new equipment on a sound basis with consequent benefit to the 
people of the Territory in better service and more effective competition. 

The Board believes that the objective of a stabilized and self- 
supporting route pattern between the States and Alaska, discussed in 
both the Board’s opinion and the President’s letter in 1955, may be 
most likely accomplished through a future proceeding in which all 
phases of the public convenience and necessity may be considered 
respecting the route pattern which should be operated. It is the 
Board’s hope that the evidence of record adduced in such a formal 
review would justify the authorization of States-Alaska service on 
a permanent basis both as to pattern and carrier designation. The 
services so authorized should be wholly adequate to meet both the 
civil and military needs for scheduled air transportation. 
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In connection with the possible effect of section 801 of the Civil 
Aeronautics Act providing for Presidential approval certificates au- 
thorizing overseas or foreign air transportation, it is suggested that if 
the legislation is favorably considered, the committee insert in its 
report a statement similar to that which it made in its report on the 
permanent certification of the Alaskan and Hawaiian air carriers, to 
make it clear that the provisions of section 801 do not apply. 

We should also like to call the attention of the committee to certain 
technical points which they may wish to consider in relation to the 
language of H. R. 4520 and H. R. 5926. 

The bills refer to authorization of air transportation “between 
points in the continental United States and points in the Territory 
of Alaska.’”’ Northwest Airlines’ certificate designates the point 
Edmonton, in Alberta, Canada, as an intermediate point on the over- 
seas certificate held by the carrier. It is our view that the bills would 
not provide for permanent certification of the point Edmonton. 

H. R. 4520 provides that if any applicant shall show that— 
from January 1, 1957 * * * it * * * was an air carrier continuously operating 
as such * * * under a temporary certificate of public convenience and necessity 
authorizing it to engage in air transportation * * * between points in the con- 
tinental United States and points in the Territory * * * 

In connection with this language it should be pointed out that 
although Northwest Airlines’ temporary overseas certificate designates 
New York and Chicago as coterminals, the carrier’s official schedules 
on file with the Board show that for the period from January 1, 1957, 
to date, the through schedules operated pursuant to this certificate 
authority have operated only between Minneapolis and Anchorage via 
Edmonton. This may raise a question as to whether H. R. 4520 
would provide for permanent certification of the coterminal points 
New York and Chicago. A similar question may exist with respect to 
H. R. 5926. 

In view of the factors discussed above the Board has reached the 
conclusion that it cannot support permanent certification of the air 
routes between the States and Alaska at this time. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this statement. 

The Cuarrman. Thank you very much, Mr. FitzGerald. This, of 
course, is about the same statement that was presented by the Board 
through its chairman and then it was elaborated upon by Mr. Adams 
when this matter was under consideration before, except at that time 
the Board approved the bill and at this time the Board disapproves 
the bill. 

Apparently, as I observe, they give the same reasons now as they 
did at that time for the approval of the bill, recommending it. They 
have the same reasons for disapproving the bill, as I see it. There is 
the same information but different results. 

Mr. FirzGrratvp. | think the viewpoint that the Board wishes to 
convey to the committee is this. Originally in 1955 when the Board 
undertook the question of renewal of certificates including the ques- 
tion of permanent renewal, it had before it the problem of providing 
adequate service to the Territory which requires a very substantial 
volume of transportation in relation to its numerical size because of 
the extreme dependence on air transportation. 

At that time we knew that we had four carriers, and that we had 
basically four major traffic points to serve. On one route were Juneau 

















CERTIFICATES FOR UNITED STATES-ALASKA AIR CARRIERS 47 


and Ketchikan and on the other Anchorage and Fairbanks. We had 
2-carrier competition at each point, but we had 4 carriers, which 
meant that we had carriers flying in what appeared to be not an 
entirely uneconomical route system. 

After a great deal of discussion and with the entry of an opinion 
which was, of course, as I have testified here before, referred back to 
the Board by the President, it was decided to renew all four of the 
carriers. In doing so, the Board hoped that the corrective measures 
necessary in this area could be taken through merger. It has not 
proven to be so. We are now faced with an additional fact that we 
did not have before. Two of the carriers are now free of subsidy 
support for these operations, leaving only two carriers in a substantial 
subsidy support position. 

Under the circumstances, the viewpoint which the Board wishes to 
bring to the attention of the committee is that it appears to us that, 
without any sacrifice in the quality or quantity of service between 
the States and Alaska, and possibly with some improvement in it, 
there is the possibility ‘of achieving mergers or other adjustments so 
that with fewer carriers but with the same degree of competition to 
each point in Alaska, we can reduce in the foreseeable future the 
amount of subsidy required for the operation, with the ultimate hope 
that the entire operation will eventually be subsidy free. 

Mr. Chairman, that is the information and point of view which the 
Board wished me to bring to you this morning. 

The CHarrMAN. Are there any questions? 

Mr. O’Hara. The Board still takes the same position or at least 
they were taking the position that those which were subsidy free, they 
would authorize the permanent certification. How do they justify 
that, Mr. FitzGerald? 

Mr. Fi1zGeratp. The Board last year supported the granting of 
permanent certificates to the intra- Alaska carriers and the intra-Alaska 
service does require more subsidy support than the States-Alaska 
service today. 

There the point of view of the Board was that any problems which 
we had with respect to route adjustments could be accomplished at 
the same time that they were granted permanent certification. In 
other words, the Board was not losing any aspect of its powers to deal 
effectively under the circumstances with the problem. 

We also, of course, very recently granted a permanent certificate 
to Northwest from Seattle to Anchorage and in another case, the Latin 
American case, we granted permanent certifications to Braniff and 
other air carriers operating in that area. 

So the pattern has not been one in which the Board undertakes 
consistently not to grant certificates to subsidized carriers. I think 
the point of view of the Board has been that in some areas where there 
are problems of route adjustment and the Board eee that the routes 
have not settled down to the point where route adjustments are no 
longer of major importance, very often our ability to deal effectively 
can best be accomplished through a route certification case. 

Mr. O’Hara. Of course, even where there are permanent certificates 
they are changing routes continuously on all airlines, are they not? 
I mean they are always subject to change as to route, whether they 
are on a permanent or a temporary certificate. Is that not true? 

Mr. FirzGerraup. Certain changes can be made just as effectively 
when a carrier has a permanent certificate as when it has a temporary 








48 CERTIFICATES FOR UNITED STATES-ALASKA AIR CARRIERS 


certificate, but there are certain cases where that is not so and we 
find it more difficult to deal with the adjustments if a carrier is per- 
manently certificated. That is what we believe to be the case be- 
tween the States and Alaska today. 

Mr. O’Hara. Mr. FitzGerald, I think you have been with the CAB 
for a great many years. Is that not true? 

Mr. FirzGeravp. Yes, sir. 

Mr. O’Hara. For many years you were a representative of the 
CAB in Alaska? 

Mr. FirzGuravp. Yes, sir. 

Mr. O’Hara. You are thoroughly familiar with all of the operations 
of all these airlines involved like you know the back of your hand. 
Is that not true? 

Mr. FirzGeravp. I know them quite well, sir. 

Mr. O’Hara. You know very well also as an experienced, long- 
time employee of the CAB the difficulty of financing that these car- 
riers have who are on a temporary certificate. They have all testi- 
fied as to that difficulty. They are faced with the permanent cer- 
tification of certain competitors which they have to natn both intra- 
Alaska and States-Alaska. They feel that is a serious handicap. 

Do you disagree with their statements to that effect? 

Mr. FitzGerap. Quite to the contrary, sir, I think anything they 
have said on that point is absolutely correct. I know of my own 
personal knowledge that that constitutes a basic problem to Alaska 
Airlines and to Pacific Northern Airlines. 

Despite our recognition of that fact, there also is another facet of 
the problem, Federal support. It is simply a matter of balancing 
them and seeing where we should come out. 

I think in all candor that the Board has asked in the presentation of 
this material that we make it clear that we are trying to present both 
sides of the problem. 

Mr. O’Hara. On the other hand, the Board just a little over a year 
ago, as I recall the testimony—and I was present, I have not had a 
chance to reread the record—it was my understanding the majority 
of the Board if not the entire Board recommended similar legislation 
be enacted. That was slightly over a year ago. Is that right? 

Mr. Firzaeratp. That is correct. 

Mr. O’Hara. They take the position now—I think the whole meat 
of it is they want to force a merger of Pacific Northern with Alaska 
Airlines. Is that not the meat of the cocoanut in their switch in 
position? 

Mr. FirzGeravp. Well, not a particular merger but mergers which 
would accomplish a reduction in the number of carriers and a straight- 
ening out of routes. 

Mr. O’Hara. They are the only two that would be involved in a 
merger. Is that not right? 

Mr. FirzGprap. There are other possibilities, but since we do not 
have power to compel them, the carriers themselves would have to 
arrange such mergers and ask us to approve them. 

Originally the one suggested merger in the picture was Alaska 
Airlines with Pacific Northern, but I think it is true to say today that 
other mergers could be made. It may develop that they will come 
about and bring the number down as low as possibly two carriers. 
But with two carriers there would still be competitive service to each 
major point. 
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Mr. O’Hara. What other mergers does the Board think might be 
accomplished? I am curious about this change of position on the 
part of the Board in reference to this matter. 

Mr. FirzGeratp. Other mergers which are a possibility, or acquisi- 
tions, would include Northwest and Alaska Kinines, which would 
then give an operation between Seattle and Anchorage and Fairbanks. 

In the Board’s view the combination of Anchorage and Fairbanks 
on the same route would materially strengthen the financial position 
of the carrier that had such authorization. 

Mr. O’Hara. We run into some exceedingly difficult situations on 
mergers. It is a legal problem between the stockholders of the two 
merging companies. If the stockholders vote against such a merger, 
what are we going to do then? You had that identical situation in 
the proposed merger of Northwest and Capital Airlines a few years 
ago. Is that not true? 

Mr. FrrzGeraup. That is correct. 

Mr. O’Hara. That would be the identical legal situation which 
these companies are confronted with now. Is that not true? 

Mr. FrrzGeravp. The Board’s only power is to hold an investiga- 
tion to determine that a merger is desirable. It has no power to order 
the merger. Unless the carriers voluntarily enter into the agreement 
and it is approved by thier stockholders, we would have no authority 
to compel them. 

Mr. O’Hara. Of course, I appreciate the possible desirability of a 
merger, which may be a good thing, but on the other hand it certainly 
is not one that could be forced upon them. I am not questioning your 
answer to my question, but personally I take the position that the 
Board has switched its position largely because they are trying to 
force a merger in now opposing this legislation, identical legislation, 
which they supported just slightly over a year ago. 

1 am frank to say that in the record that that is the reason for their 
adverse position on this legislation. As far as I am concerned, I hope 
the Board reads it because I cannot spell anything else out but that. 

Now you made some reference to some technical changes. That 
is with reference, on page 6, to the point Edmonton. Just what is 
your position? Should there be an amendment to the language of the 
egislation or what is the view of the Board on that? 

Mr. FirzGeracp. I am sorry; I do not think we focused on that 
precise question. What we wish to bring to the attention of the 
committee is that there is no provision in the bill for the certification 
of intermediate points lying in foreign countries. The only statement 
I can possibly make here would be a personal observation. 

Mr. O’Hara. I would be glad to have that. 

Mr. FrrzGrrautp. Edmonton is in Canada and it is on an interna- 
tional route. It is a point which has always been served by Northwest 
Air Lines since the inception of this operation and to the best of my 
knowledge it is a service which will be continued. It is no different 
in kind or character from any other point on the route. 

Mr. O’Hara. I do not think any such point was raised in the 
opinion of the Board last time. Do you recall if it was raised? 

Mr. FirzGeratp. I do not recall, sir. 

The CHarrmMan. Will the gentleman yield? 

Mr. O’Hara. Yes. 

The CuarrMan. Is that not a matter in which the Canadian Gov- 
ernment would be involved also? 
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Mr. FirzGeraxp. No, sir. Under the bilateral agreement with 
Canada we hold the point Edmonton, and it is up to the United States 
Government to decide whether it shall be held on a permanent or 
temporary basis by a United States carrier. 

The CHatrmMan. What do you mean by saying “‘we hold the point 
Edmonton” today? 

Mr. FirzGerrautp. On the route exchange between the United 
States and Canada the United States was granted a route which in- 
cluded the point Edmonton on it, so there is no question as\to the 
power of the United States and the Congress to take any action it 
deems advisable with respect to putting 

The CHarrMAN. What you are saying is that as a matter of prac- 
tical approach if legislation became law permanently certificating this 
route, it ought to as a matter of fact include point Edmonton. 

Mr. FirzGerap. Yes, sir. 

The CuartrMan. So the Board would not have to worry about going 
into it to see whether or not they should do it. 

Mr. O’Hara. I have one other question, but I will yield to anybody 
else since I have taken a lot of time. 

The CuarRMANn. You may proceed. 

Mr. O’Hara. This is another question raised directly below that 
on page 6 is the designation of New York and Chicago as coterminals. 
Is that not a matter which this legislation would not seriously affect 
one way or the other? 

Mr. FirzGrratp. We felt we should simply advise the committee 
as to any technical problems that appear to be inherent in the routes 
which would be affected by the legislation. 

What would in effect happen is that the bill would grant permanent 
certification of the route which has been operated by Northwest for a 
number of years, Minneapolis-Edmonton-Anchorage. 

Mr. O’Hara. Mr. FitzGerald, of course another matter which is of 
serious concern in addition to the financing of these temporary routes 
is the very short time which has been granted to some of these carriers 
from time to time which makes a tremendous burden on these carriers 
to be continuously tying up their personnel and spending a lot of 
money in expenses applying again for certificates. Is that not a fact? 

Mr. FirzGpra.p. It is an expensive process for. them. 

Mr. O’Hara. And time consuming for the management personnel 
of the carrier is involved. Is that not true? 

Mr. FirzGera.p. Yes, sir. 

Mr. O’Hara. It requires many weeks and oftentimes many months 
of time and many trips down to Washington to hearings. Is that 
not true? 

Mr. FirzGrrap. That is correct. 

Mr. O’Hara. That is all I have, Mr. Chairman. 

The Cuarrman. Mr. Hale. 

Mr. Hate. Like my colleague, I am puzzled by this. What has 
happened since March 28, 1956, that has made the Board change its 
mind? 

Mr. FirzGeratp. The point which has been determinative in the 
minds of the Board I believe relates to the subsidy problem and the 
fact that the subsidy picture is changing very rapidly at this time. 

Last March all four carriers were currently on subsidy. The 
following month I believe it was Northwest retroactively came off 
subsidy as of January 1. 
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Mr. Hate. January 1, 1957? 

Mr. FitzGerap. 1956. I may be incorrect on that. I will have 
to check that and supply the correct information for the record. 

But that entered into the thinking. As of last October Pan- 
American has also been placed temporarily on a nonsubsidized basis. 
That means that only two of the four States-Alaska carriers are now 
subsidized and their subsidy totals approximately $3 million a year 
for the purely States-Alaska operations. The intra-Alaska we are 
attempting for purposes of this testimony to break out. 

We believe that this remaining area of subsidy is one in which the 
Board might effectively take remedial action in the foreseeable future. 
If that is so, we further believe that the power to consider this matter 
in a normal route case dealing with the certification of a carrier would 
be part of the effective action which the Board might take to con- 
sider the problem. It is for that reason that the Board has wished 
me this morning to state that it believes it should have the opportunity 
to look at the certificates again. 

Mr. Hate. Would permanent certification of the two airlines which 
now receive a subsidy defer the time when they would come off sub- 
sidy, in your opinion? 

Mr. FirzGrraup. I think that the ability of the Board to take 
further corrective steps in this area would be substantially reduced by 
the granting of permanent certification to the two subsidized carriers. 

Mr. Hare. You want to compel a merger between Alaska Airlines 
and Pacific Northern for the sake of economy in operation. Is that 
the idea? 

Mr. FitzGera.p. Yes, sir. 

Mr. Hatz. The Board has no power to compel such a merger? 

Mr. FrrzGerap. It does not have the power to compel such a 
merger. 

Mr. Hate, If the lines merged, would your attitude toward perma- 
nent certification be affected? 

Mr. FirzGera.p. I am sure that, in such an event, one of the 
immediate issues in the case would be permanent certification of the 
carriers. 

Mr. Hate. It is a question that probably the shareholders would 
like to have answered. 

Mr. FirzGeraup. The difficulty in answering it simply is that, 
until the question is specifically before the Board, the Board cannot 
answer it categorically. I wish I could. 

I have personal views on the desirability and practicability of 
ranting it, but those, of course, would not be the views of the 
3oard, and the Board could not prejudge that kind of case. 

Mr. Hate. I notice the President says he is in full agreement 
with the Board’s view that a merger between Alaska Airlines and 
Pacific Northern would be an important step forward in strengthen- 
ing air transportation. 

I suppose he means it would be a stronger company financially. 
He goes on to say: 


At that time reducing the need for Federal subsidy support. 
Do you think that withholding permanent certification brings 
pressure to bear for the merger? 


Mr. FrrzGeratp. I think as a practical matter, knowing the 
Board’s views in the situation, the carriers would certainly give more 
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thought and more attention to the possibility of effecting changes. 
Whether it is this particular merger or some other, | do not know. 

Mr. Hate. The President says: 

I am convinced that there are other steps that the Board can take within its 
authority to encourage and facilitate such a merger, and I trust that the Board 
will take all such steps as are reasonable and appropriate. 

What steps has the Board taken? 

Mr. FirzGeratp. The Board has spent a great deal of time, and 
the staff has worked considerably on this whole problem. 

The effective steps which we can take are very, very limited. 
They are matters of advice. We can also conduct a proceeding in 
which we go into the whole economics of the routes and suggest how 
many carriers there should be, or what mergers should be made, and 
things of that sort. But they still are not binding. We interpret 
the statement to be one that the Board should take all practical steps 
that it can within its jurisdiction, and that we are doing. 

But the hard fact remains that the only legal power which the 
Board possesses to deal with problems of this kind is in route cases. 
If we have a route case, it is simpler, and it is probably more effective 
to have a temporary certificate than to have a permanent certificate 
before us when making route adjustments. 

Mr. Haus. Are you satisfied that the Board is doing all it can to 
bring this merger about? 

Mr. FirzGeraup. Yes, sir; I am. 

Mr. Hauer. That is all. 

The CuarrMan. Are there any further questions? 

Mr. Youncer. Mr. FitzGerald, is this a unanimous opinion of the 
Board? 

Mr. FrrzGrraup. Yes; it is. 

Mr. Youncer. In your opinion, does the granting of the permanent 
certificate carry with it a permanent grant for subsidy? 

Mr. FirzGerap. Under section 406 of the act we are obligated to 
pay to a carrier all subsidy support which is required on the basis of 
the need of the carrier under honest, efficient, and economical 
management. 

I take it you are asking the more difficult question, which is: Can 
the Board deal with the problem of mergers on the basis of subsidy? 

Mr. Youncrr. No; I am not talking about the mergers at all. 
I am just talking about the question of granting permanent certificates. 
I would gather from vour arguments that if you granted a permanent 
certificate you are also granting a permanent subsidy. 

In other words, the Board could not cut off a subsidy from a 
permanently certificated carrier. 

Mr. FirzGera.p. No, sir; it cannot; not under the act. 

Mr. Youncer. Can it from a temporary certificated carrier? 

Mr. FirzGrravp. No; it cannot cut the subsidy during the period 
of operation. The only thing it deals with when it hears a case in- 
volving a certificate is the existence of the certificate and the routes 
served. 

But the issue of subsidy is determined on the basis of the operation 
of the carrier. If a carrier under honest, efficient, and economical 
management incurs costs beyond its revenues, then under section 406 
of the act we make up the difference. 





CERTIFICATES FOR UNITED STATES-ALASKA AIR CARRIERS 53 


Mr. Youncer. That is an obligation. So that if you have a carrier 
here, even though it is under economical and efficient management, 
it would be subject to subsidy forever if we grant a permanent 
certificate? 

Mr. FirzGerrap. Only if they need it. 

Mr. Youncer. It is a foregone conclusion, if you have 4 or 5 
carriers over the same route, the chances are neither of them will get 
out of subsidy. That is a supposition the Board is working on? 

Mr. FrrzGrravp. Yes, sir. 

Mr. YounGer. So your position is, if you grant these permanent 
certificates, then you are also granting what is very likely to be a 
permanent subsidy, because there is no possibility in the foreseeable 
future of the lines operating at a profit with that number of permanent 
charters. Is that not their position? 

Mr. FirzGeravp. That is right. 

Mr. Younaer. Thank you. 

The Cuarrman. One other thing, Mr. FitzGerald. When we con- 
sidered this matter before, the Board reminded us of section 801, 
requiring Presidential approval in connection with the issuance, 
denial, transfer, et cetera, of a certificate authorizing an air carrier 
to engage in overseas or foreign air transportation. 

Mr. FirzGeratp. Yes. 

The Cuarrman. There has been no comment in regard to that 
problem, I believe, has there? 

Mr. FrrzGeraup. Yes; thereis. It is the first paragraph on page 6. 

The CuatrmMan. I am sorry. That is all right. Of course, you 
take the same position as the Board did before? 

Mr. FirzGerap. Yes. 

Mr. O’Hara. I have a question. Mr. FitzGerald, of course, is it 
not true that there is no guaranty of subsidy if a permanent certificate 
is issued if the carrier is not entitled to or warranted by proof? Is 
that not true? 

Mr. FirzGreraup. That is correct. 

Mr. O’Hara. Whether they are operating under a temporary cer- 
tificate, renewed from time to time, with financial handicaps as the 
result of that, of refinancing themselves, they are going to be on 
subsidy forever on temporary certificates, are they not? 

Mr. FirzGrraup. Unless adjustments were made which would re- 
duce their break-even need. 

Mr. O’Hara. I just wanted to clear up what might be a mistaken 
idea from Mr. Younger’s questions he just asked you with reference 
to this situation. The whole practical situation is to aid these carriers 
by getting permanent certification so they can finance themselves and 
get off subsidy. Is that not the hope and the comparative need of 
this legislation? 

Mr. FirzGeravp. I am sure the carriers will benefit from permanent 
certification in terms of their financing, and so on. I doubt that the 
Board could conclude, on the basis of the facts we know today, that 
permanent certification for them, without some further modification 
of the number of carriers and possibly the route structure to Alaska, 
could lead us to a nonsubsidized service between Alaska and the 
United States. We further believe there is a possibility that with the 
reduction in number of carriers such a situation could be achieved in 
the next few years. 
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Mr. O’Hara. Notwithstanding Mr. Younger’s statement that they 
are flying the same routes, they are not actually flying the same 
routes, are they? 

Mr. FirzGeraup. No. Only 2 carriers of the 4 go to any one of the 
major terminals in Alaska. 

Mr. O’Hara. Which two are those? Pan American and Northwest? 

Mr. FrirzGerautp. Pan American and PNA go to Ketchikan and 
Juneau. Pan American and Alaska go to Fairbanks. Northwest 
Airlines and Pacific Northern go to Anchorage. There is a criss- 
crossing of the routes of the four carriers. 

Mr. O’Hara. They also serve in the States different termini, do 
they not? 

Mr. FirzGerawp. They all serve the same terminals in the United 
States except Northwest, which also serves Alaska from the Midwest, 
Minneapolis. 

Mr. O’Hara. I understood one of the carriers was from Portland. 

Mr. FirzGreratp. PNA and Alaska Airlines go into Portland and 
Seattle. 

Mr. O’Hara. Very well; that is all. 

The Cuarrman. Thank you very much, Mr. FitzGerald. 

Mr. Nyrop, did you have further comment you wanted to make? 


STATEMENT OF DONALD W. NYROP—Resumed 





Mr. Nyrop. Mr. Chairman, I should like to have about 2 minutes 
to make 2 brief comments regarding some of the material Mr. Fitz- 
Gerald presented and then have the further opportunity to present 
more fully in writing. 

In regard to Mr. FitzGerald’s objection to these bills as they relate 
to Northwest Airlines, as I understand his testimony, the objections 
are as follows: 

No. 1, that Edmonton is in Canada and, second, that we have not 
run through airplanes from New York to Chicago to Twin Cities to 
Edmonton and Anchorage. 

I do not have with me the January 1, 1957, schedule, which he 
referred to in his testimony, but he said January 1, 1957, to date. 
I do have the new, revised schedule which went into effect when 
daylight-saving time went into effect in the United States. I would 
like to review briefly the schedules we have. 

For example, our service from Alaska to the United States leaves 
Anchorage at 3:50 in the afternoon. It gets to Edmonton at 12:15 
in the morning, and 30 minutes later the airplane leaves for Minne- 
apolis-St. Paul. It arrives at Minneapolis-St. Paul at 6:25 in the 
morning. All passengers and cargo are taken off for customs and 
immigration. 

In exactly 35 minutes they can get right back on an airplane, a 
DC-6-B, and go right straight to C hicago. At 7:05—in other words, 
40 minutes after they arrive in the Twin Cities they can get on a 
DC-6-B and go nonstop to New York City. It is true it is different 
schedules; the connecting service is there. 

At 7:15 in the morning—remember, they arrived at 6:25—they can 
get on a Stratocruiser and go nonstop to Milwaukee. At 7:20, 5 
minutes later—we have to depart our airplanes that way from the 
ramp to have an orderly departure—they can get on an airplane to go 
to Rochester, Minn., Madison, or Chicago. 
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At 7:30 they can get on a Stratocruiser and go nonstop to Detroit 
and one stop to Washington, D. C. 

Gentlemen, the pattern we have developed here with regard to 
the routing of our airplanes gives the greatest advantage to every 
traveler coming out of Alaska. 

I would also like to call your attention to the fact that the bill does 
not say, or rather the two bills written do not say, that the airplanes 
have to be through, continuous service, with exactly the same airplane. 
The complicated problems of routing airplanes today do not allow us 
to have through airplane service from all points in the eastern part 
of the United States to Alaska. 

If the criticism here is that we have not operated nonstop between 
Anchorage and New York and nonstop between Anchorage and 
Washington, D. C., I simply say, gentlemen, the economics of it do 
not warrant it. 

Northwest Airlines worked long and hard to get off subsidy. I 
think we are entitled to a little credit for that rather than to be 
criticized here today. 

With regard to that last technical point with regard to Edmonton, 
I should like to have the opportunity to work with the committee to 
see if we cannot substitute some language in the bill or for the report 
of the committee to take care of that particular technical point. 

The Cuarrman. Mr. Nyrop, may I inquire are you permanently 
certificated from Minneapolis, Chicago, or New York? 

Mr. Nyrop. Yes, sir; on domestic routes. All of our domestic 
routes are permanently certificated. 

The CuarrMan. Do you agree that this might extend permanent 
certification from Minne apolis to those points east? 

Mr. Nyrop. Certainly it would. The bill is so written, Mr. Chair- 
man. It provides that we continuously operate the service from the 
various cities, including New York and Chicago, through the Twin 
Cities to Edmonton and on to Anchorage. The bill does not say 
that every airplane has to be a through airplane. 

The CHarrRMAN. You already have ‘that permanent certificate? 

Mr. Nyrop. On the domestic route structure; yes, sir. 

The CHatrMAN. How would this extend any further permanent 
certification from Minneapolis east if you already have it? 

Mr. Nyrop. With the certificates as they are written it would 
seem to me that we should get permanent certificate segment (2) 
amended so we could have permanent certificate for service to Alaska 
from Chicago and also from New York and the Twin Cities. That 
would give us nonstop rights through there if and when the traffic 
developed, but at the present time the traffic is not there for nonstop 
between Anchorage and New York City or Anchorage and Chicago. 

The CuatrMan. As a practical matter I understand you to say that 
you do not consider this to be an extension of permanent certification 
from Minneapolis east? 

Mr.Nyrop. As a practical matter the certificate should be made 
permanent the way it is written now, including New York, Chicago, 
and Twin Cities. It should be made permanent that way. The 
objection which Mr. FitzGerald had here, I think, is a highly technical 
one. The bill does not say that every airplane coming from Anchorage 
has to go right on through to Chicago and/or New York. The bill 
does not say that. To provide the maximum service to people in 
Alaska today we have to route our airplanes that way. 
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The CuarrMan. | appreciate that, but today you already have a 
permanent certification from Minneapolis east? 

Mr. Nyrop. That is correct. 

The CHarrMan. I just cannot see the distinction where this would 
increase that authority unless they did find out that you wanted to go 
nonstop from Alaska to Minneapolis and then to New York and 
Washington. 

Mr. Nyrop. This question concerns the technical ways the certifi- 
cates are written, and I would like to submit that in writing, Mr. 
Chairman, if I may. 

The CuHatrMaAn. Yes. Do you have nonstop operations from 
Minneapolis to New York? 

Mr. Nyrop. Yes, sir; 3 round trips a day, and 2 of them connect 
right in to flights going to Alaska and Edmonton. 


STATEMENT OF NELSON B. DAVID-—Resumed 


Mr. Davin. Mr. Chairman, if I might just say a word, we are very 
much concerned at the change in the position that the Board has 
taken between last year and this year. We would like to have per- 
mission to submit for the record an opposing statement, rather a 
rebuttal statement on some of the things that the witnesses for the 
Civil Aeronautics Board have testified to. I would also like to add 
that I believe—at least it is the impression that I have received from 
what Mr. FitzGerald said—that Pan American has no subsidy re- 
quirement on its operation between the States and Alaska. I think 
the record should be clear that while Pan American may temporarily 
not have any subsidy requirement, it cannot be definitely stated that 
they are off subsidy because the present temporary mail rate is a 
matter that will have to be heard, and it may turn out that they will 
have subsidy when that is made permanent. As a matter of fact, 
I was just looking at the service mail pay and subsidy report for 
certificated air carriers put out by the Civil Aeronautics Board, the 
last one, which was issued in September 1956, and it shows there that 
for the fiscal year 1957 Pan Ameriean will receive $1,335,000 in subsidy 
for its operation between Seattle and Fairbanks with stops at Ketch- 
ikan, Juneau, and Whitehorse in the Yukon territory and one other 
stop in Alaska, namely Nome, which they serve once a week. 

The total subsidy estimated for my company, Alaska Airlines, 
is $1.5 million, approximately $200,000 more. However, in addition 
to what Pan American serves, eliminating Ketchikan and Juneau, we 
also serve Portland on the States-Alaska service and sixty-some-odd 
points within Alaska. The fact that Pan American may eventually 
show that because they have some very, very strong routes throughout 
the world, they can carry the subsidy or the break-even requirement 
they have between the States and Alaska, does not make that an 
efficient service. I would think the Board might be just as interested 
in having Pan American’s Alaskan operations purchased by Alaska 
Airlines so we could reduce their subsidy and some of ours, too, by 
reason of the increased traffic. 

One other thing I would like to say is that I do not doubt Mr. 
FitzGerald’s word that the Board has been giving some thought to 
the determination as to a merger between Alaska Airlines and Pacific 
Northern, but to the best of my knowledge the Board has never 
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approached me formally or informally to find out what we were doing 
about it, if anything. 

Congressman O’Hara has very pointedly said that the matter of 
the merger is something which cannot be determined except by the 
stockholders and then subsequently by approval of the Board. The 
Board changes its mind from time to tinre. If our stoekholders and 
Pacific Northern’s stockholders could get together and determine 
upon a merger, we have no assurance that the Board next year would 
approve it because they may be thinking about a merger between 
Alaska Airlines and Northwest Airlines or perhaps something else. 
You just cannot tell. 

I would like to point out one thing further, that the States-Alaska 
routes of PN A and ourselves were not routes:which received certificates 
under the grandfather provisions of the act of 1938. Those were 
routes that were determined to be required after hearings, several 
hearings, as a matter of fact, by the Civil Aeronautics Board and the 
President of the United States and were awarded to these companies— 
in effect, assigned to these companies. If the Board changes its mind 
again and says they should be put together, how do we know that we 
will ever have permanent certification in order to develop the kind of 
transportation that the public requires and that the national commerce 
requires and that the national defense requires? The crux of this 
thing is to get something settled which is never getting settled because 
the Board is changing its mind or not making a final determination on 
something. 

Mr. Chairman, do we have permission to submit something for the 
record in this regard? 

The CHarrRMAN. You may revise your statement and extend your 
remarks and include it in the record. Asa matter of fact, we endeavor 
to avoid rebuttals and rebuttals, which | am sure you can understand. 

Mr. Davin. Yes, I do. 

The Cuarrman. You, of course, have permission to revise your 
remarks for the committee’s record. 

Mr. O’Hara. Mr. Chairman, | think in fairness to the parties 
interested, I did not see the statement until this morning. I do not 
think it came in previously. I think Mr. FitzGerald brought it in 
when he appeared to testify. 

Mr. FirzGeratp. That 1s correct, sir. 

Mr. O’Hara. So none of you people have had a chance to see it 
and certainly the members of the committee have not previously had 
a chance to see it. 

Mr. Davin. We had to assume that there would be no change in the 
Board’s position. 

The CHairMan. I just stated you may have permission to revise 
and extend your remarks and | hope you can understand what that 
authority includes. I still say that as a matter of policy we do not 
want to get into rebuttals oni re-rebuttals without any end. 

Mr. Davin. Thank you very much. 

(Mr. David later submitted the following additional statement :) 


EXTENSION OF Mr. Davip’s REMARKS 


The change in the position of the Civil Aeronautics Board on this legislation, 
from endorsement last year to opposition this year, is a prime illustration of why 
this legislation must be enacted if there is to be any stability in States-Alaska air 
transportation. 
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Last year in endorsing this legislation, the Board told this committee that its 
assage “‘would be in the public interest’? because the reasons which had led the 
oard to issue temporary certificates to States-Alaska carriers were a carryover 

from the Board’s temporary certificate policy for local service carriers. However, 
now that Congress had granted permanent certificates to the local service carriers, 
the Board thought it would be in the public interest to pass permanent certificate 
legislation for the States-Alaska carriers since the ‘‘economic conditions and other 
circumstances”’ applicable to the local service carriers are also generally applicable 
to States-Alaska carriers. 

Nowhere in this year’s statement of opposition by the CAB is there any re- 
traction of the basic reason given for favoring this legislation last year. The 
CAB, in effect, concedes that these reasons still exist, but now urges for the first 
time that permanent certificates legislation be withheld in order to provide the 
Board a lever or device with which to force mergers that the Board would other- 
wise not have the power to compel. 

In the decision of May 25, 1955, in the States-Alaska case, (Docket No. 5756 et 
al., Order No. E—9247), the Board stated that— 

“We do not possess the authority to compel a merger of air carriers, we can only 
await the voluntary action of the carriers.” 

What the Board is obviously trying to do, in now asking that this legislation be 
withheld, is to pursue a plan of compulsion by indirection, and thus try to achieve 
indirectly what it concedes it lacks the legal power to do directly. Any such 
plan whereby the very existence of the temporary States-Alaska carriers would 
be subjected to any such coercive program as this would play havoc with not only 
the carriers involved but also with the vital air services which they render to the 
strategic Territory of Alaska. 

Moreover, the Board’s plea that this legislation should be withheld so that it 
ean bring about States-Alaska mergers is inconsistent with what the Board told 
this committee last year on the intraterritorial bill. There, the Board testified 
that issuance of permanent certificates to the intra-Alaska carriers would not 
“interfere with or affect’? the Roard’s conduct of the pending intra-Alaska route 
investigation proceeding. That proceeding embraces an investigation as to 
whether there should be mergers between carriers operating within interior 
Alaska. The Board must have felt that permanent certificates within Alaska 
would not interfere with its merger determinations in that area; otherwise it would 
not have favored that legislation, which subsequently was passed by the Congress 
and approved by the President. 

We submit that if permanent certificates will not interfere with merger possibili- 
ties within Alaska, neither will they affect such possibilities between Alaska and 
the States. For the Board now to claim otherwise is inconsistent with the Board’s 
own representations to this committtee in the last Congress. 

The Budget Bureau letter of May 1, 1957, which opposes this permanent certifi- 
cate legislation for the States-Alaska carriers is simply a verbatim reiteration of 
the same position taken by the Bureau in opposing both the local service bill and 
the intraterritorial bill. These contentions have already been rejected not only 
by the Congress, which passed both bills, but also by the President who signed 
them into law. 


Mr. Kinsry. Mr. Chairman, will the same privilege be accorded 
to Pacific Northern? 

The CuarrMaAn. Yes, you may have the same privilege, and also 
anyone else who wishes to revise his remarks or extend them in the 
record on this subject. 

If there is nothing else, the committee will adjourn with the thanks 
of the committee to all of you who appeared here today in connection 
with this problem. 

(Mr. Kinsey later submitted the following supplemental statement:) 


SUPPLEMENTAL STATEMENT OF RospeRT O,. KINSEY, CONTROLLER OF PAcIFIC 
NorTHERN AIRLINES, INc., Re H. R. 4520 ann H. R. 5926 


When the Civil Aeronautics Board stated its position in opposition to H. R. 
4520 and H. R. 5926, it reversed the views which it had expressed to this committee 
last year concerning identical legislation. The Board’s vacillation with respect 
to permanent certification for States-Alaska air carriers has a long history and, 
this is not the first time its views have been completely reversed. 
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In its order and opinion of May 27, 1955, the Board refused to grant permanent 
certificates for the States-Alaska operations of Pacific Northern Airlines and 
Alaska Airlines and for the Minneapolis-Anchorage route of Northwest Airlines. 
A year later, on March 28, 1956, in testimony before your committee, the Board 
favored permanent certification of these three operations. Now, on May 3, 1957, 
the Board opposes permanent certification of these three operations. In each 
instance the Board’s findings were essentially the same; only the conclusions have 
been changed. 

Certain statements made by the Board in its most recent testimony before 
this committee may tend to be seriously misleading unless considered in the light 
of other relevant facts. It is entirely true, as the Board testified, that ‘‘Pan 
American Airways System operations since October 1, 1956, have been on a 
temporary service mail rate without subsidy.” It is important to note, however, 
that the mail rate referred to is a temporary rate and that when a final rate is 
established there is no guaranty that it will not include a substantial element of 
subsidy. Moreover, the establishment of a temporary nonsubsidy rate for the 
Pan American System affords no basis for an inference that Pan American’s 
States-Alaska operations have now achieved a nonsubsidized status. 

In its statement to this committee last year (appendix A, p. 2), the Board 
pointed out that Pan American’s subsidy requirements on its States-Alaska 
operation had averaged over $1,300,000 during each fiscal year from 1953 through 
1957 with a slight upward trend. For calendar year 1955, Pan American reported 
a net operating loss before mail pay of $1,140,000 on its States-Alaska operation. 
For calendar year 1956, Pan American reported a corresponding loss of $2,065,000, 
an increase of over 80 percent and, if an allowance for profit and taxes were added 
thereto, Pan American’s States-Alaska operations would have a mail pay require- 
ment in excess of $3 million. 

it is conceivable that Pan American may eventually be able to realize sufficient 
profits from its other worldwide operations to offset the losses on its States-Alaska 
operations and thereby substitute self-subsidy for Government subsidy. (The 
necessary facts are not available to determine whether Northwest Airlines has 
eliminated Government subsidy from its States-Alaska operation by self-subsidy.) 
The essential fact remains, however, that there is 10 direct correlation between 
temporary or permanent certification on the one hand and subsidy requirements on 
the other hand. Pacific Northern and Alaska Airlines are both temporarily 
certificated and both carriers presently require subsidy from the Government. 
Pan American is permanently certificated and it, too, requires subsidy support for 
its States-Alaska operations regardless of whether that subsidy support is pro- 
vided by its other more lucrative routes or by the Government. This factual 
situation has not changed within the past 2 years even though the Board’s policy 
toward permanent certification has twice been reversed within that interval. 

The Board has cited the desirability of mergers between States-Alaska carriers 
as a reason for its persent opposition to permanent certification of those carriers. 
No one can argue that the question of merger should not be explored if it would 
enable the entire States-Alaska service pattern to become self-supporting. It 
seems obvious, however, that the Board’s consideration of merger possibilities 
should not be limited to only 2 of the 4 air carriers involved in States-Alaska 
operations. It is equally obvious that voluntary merger negotiations between 
any of the 4 carriers will be seriously inhibited as long as 2 of the carriers are 
temporarily certificated and 2 are permanently certificated. Why should a carrier 
dissipate its equities by merger to acquire the temporarily certificated routes of 
another carrier when it might be able to obtain those same operating franchises 
without cost in a route renewal proceeding? Even if such a merger were to take 
place, there would then be no assurance that the temporary routes thus acquired 
would later be made permanent. The Board admits that it lacks the power to 
compel mergers and that it must await the voluntary action of the carriers, but 
in refusing to grant permanent certificates to all four States-Alaska carriers, the 
Board is in the position of using its statutory power to grant temporary certificates 
in a manner designed to force carriers against their will to do something which the 
Board has no legal authority to compel them to do. 

It is the position of Pacific Northern Airlines that the essential facts affecting 
States-Alaska service have not changed in any material respect during the last 
2 years and that by awarding permanent certification to all of the States-Alaska 
earriers the Congress can achieve reductions in subsidy requirements and facilitate 
any mergers which may be in the public interest and in accordance with the best 
interests of the carriers concerned. 


(Whereupon, at 12:30 p. m. Friday, May 3, 1957, the hearing was 
adjourned.) 
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